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To the President of the Senate and the
Speaker of the House of Representatives

The accompanying report presents a compilatior. of General Ac-
counting Office findings and recommendations for improving Govern-
ment operations and relates for the most part to fiscal year 1969.

The compilatior. is organized so that the findings ard recommen-
dations are identified with and grouped gensrally on the basis of func-
tional areas of the Government's operations, regardless of the agencies
involved. Because findings developed in one agency frequently have ap-
plication in others, this arrangement facilitates consideratior of all
findings in each functional area in all agenciee,

Because of the great interest in economic oppc-tunit - programs,
all of our findings on thcse programs are grouped under "Economic Op-
portunity Programs,"” beginning on page 3. Findings of a functional
nature in these programs are also referred to in the report sections
concerning each function,

The purpose of this report is to provide a convenient summary
showing, by functional areas, the opportunities for improved operations
which have been identified by our Oflice in carrying out its audit respon-
sibilities, These responsibilities are derived fi1 om the Budget and Ac-
counting Act, 1921, and otler locws which require us to independently
examine, for the Congrecs, the marrer in which the Government agencies
are discharging their financia: respounsibilities,

The report summarizes the corrective actions taken by the agen-
cies on our recommendations. Certain of these actions involve changes
made in policies and nrocedures through the issuance of revised direc-
tives und instructions. The effectiveness of these actions is dependent
on the manner in which the directives and instructions are impleinented
and on the adequacy of the supervision and internal reviews of the oper-
ations. For this reason, to th> extent dee'ned appropriate, it is our
policy to review and evaluate the effectiveness of corrective actions

taken by the agencies.
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The financial bentfits attributable to our work cannot always be
y measured. Howeva2r, our records show that savings identified
during fiscal year 1969, which were attributable to the work of the
General Accounting Office, amountgd to $187.6 million. Of this
ambunt, $20.4 million consisted of collections and $167.2 million rep-
resented other measurable Bavings. Approximately $65 rnillion of the
latter iimount is recurring in natufe and will continue in future years.
A summary of thgse savings appears beginning on page 178 of this
report.
» »
Additional firancial ,8avings which are not fully or readily mea-
surable are listed beghnmg on page 187.
B
For the ¢ gnven.ience of the cogimittees of the Congress and of
others, the back of the report contains indexes of (a) agencies to which
the ﬁ.nlingf anl réecommendations “elate and (b) the applicable Fede-al
budgetyfunctional cla .sificatiohs. gThs table of contects also shows the
Federal budget functional classification for each item reported.
. ® o
A (:opiel of this réport are being eent to the Director, Bureau of
the Budget, and to officizls of tBe_Government agencies for their infor-

mation and consideration in connection with their operations.
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DISABILITY COMPENSATION BENEFI1Z

1. REDUCTION IN DISABILITY
COMPENMSATION PAYMENTS-In August
1968 we reported to the Secretary of Labor
on the Department of Labor’s implementa-
tion of the statutory provision permitting a
reduction in disability compensation pay-
ments for claimants who have attained 70
years of age and have a probtable decreased
wage-eaming capacity due to old age. Such
reductions are authorized by the Fcderal
Employees’ Compen.ation Act of 1916, as
amended, which is ad.ninistered by the Bu-
reau of Employees’ Compensation.

Our examination at four of the Bureau’s
10 district offices showed that the Bureau was
compensating 746 claimants who were 70
yeaits of age or older but that the cases of
- W 47 claimants had been reviewed pursuant
the governing statute and that compensa-
won for eight of the 47 claimants had been
adjusted downward because of a determina-
tion that their wagecerning capacity had
probably decreased. We found that the four
district offices we visited had developed van-
ous policies and procedures of their own for
implementing ths age-70 provision, which
resulted in inconsistent treatment to claim-
ants. We found also that claims examiners
were not making sufficient reviews of age-70
cases. -

During our review in 1966, we proposed
to the Director, Burcau of Employees’ Com-
pensation, that he issue revised instructions
and appropriate policy guidslines for the
implementation of the age-70 provision of the
act. We suggsted that the cases of all claim-
ants who had attained age 70 be reviewed to
provide them with consistent treatment under
the act. The Bureau issued revised instructions
to its district offices in December 1966 to
ensure a review of age-70 cases at a specified
time in order that the Bureav might exeicise

FEDERAL PROGRAMS

the discretion granted by the age-70 provision
of ihe act.

In our draft report, we suggested also
that the Department strengthen its manage
ment controls over the opcrations of the
Bureau by establishing a formal program of
internal audit designed to bring to the atten-
tion of management officals matters such as
those ncted during our review.

¥

The Department agreed that a program
of internal audit was an atsolute necessity
and ndvised us that organizational and fung-
ing changes had been made in the Bureau that

Ll

would permit the staffing of an Office of .

Program Analysis and Evajuadon that reports
to the Director. (B-157593. August 29, 1968)

ECONOMIC DEVELOPMENT ASSISTANCE

2. PROVISION FOR REPAY-
MENT OF FEDERAL FUNDS~-In a report to
the Assistnat Secrctary for Economic Devel
opment, Department of Commerce, we com-
mented on several technical assistance proj-
ects for which recipients had not been
required to enter into repayment agreements.
although the projects appeared to be similr
in scope to other approved projects for which
the Economic Development- Administration
(EDA) had entered into repayment agree-
ments with project recipients. EDA policy
provides that repayment of technical assist-
ance funds is to be considered when projects
will benefit a private individual or business.

We fouvnd that among the reasons con-
sidered for not obtainin, repayment agree-
ments were the unwillingness of the recipients
to rcpay the cost of the technical assistance
provided and the {inancial inability of the
recipients to make repayment at the time of
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application. We believe that unwillingness to

repay is not a valid reason for excluding
repayment agreements. Also, since repayment
is to be made only from the future net p.ofits
of the {irm receiving the assistance. we believe
that a determination by EDA not to unter
into a repayment agreement is nof justifiable
merely because of a lack offunds at the time
of application. .

Subsequelit to the beginning of our re-
view, new repayment guidelines were agrecd
to by EDA’s Office of Technical Assistance

¢ ' (OTA) and EDA’s Otfice of Business Develop-
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-these puidelines were ex

ment (OBD). which mquu'ed EDA to enter

¢ into repayment agreemonts with all rec:pn:nts

of Management4and Opaations (M&QO) tech-
rucal assistance, except for unusual situations
"to be specially handled by arrangements be-
tween OBD and OTA. We were informed that
ted to strengthen
the implementation of il aggngy™® repay-
ment policy and* cnsum' its uniform apph—
cation. LA
’ ’
¢ ‘.‘.’e believe t’ut the ;ﬁ’ovisiops of the new
guldelines, if applied on a consistentdnd con-
tinuing basis. will ensure that repaymcont of
M&Ootcchmcal assistance will B¢ required on
a thiform basis. We néted, however, that the
new guidelines provided only foi® repayment
of the Federal costs of M&O technical assist-
ance projects and not for other technical
assistance vrojécts. We noted further that the
ns of the guidelines had not been es-
labl:sged as cy procedures. We therefore
recommended that the provisions of the new
guidelines be incorporated into the agency's
formal writtcn procedures and that the proce-
dums ale include provisions for repayment of
% \he Federal costs for all applicable technical
assistance projects.

In December 1968 nn Economic Devel-
opment Order was issued in accordance with
our recommendation. (Report to Assistant
Secretary for Economic Development, De-
- partment of Commerce, June 10, 1968)

3. SUPPLEMEMTARY GRANT
ASSISTANCE FOR PUBLIC WORKS AND
DEVELOPMENT FACILITY PRCJECTS-In
February 1969 we reported to the Congress
on improvements needed in procedures ¥
determining supplementary grant assistancs
for public works and development facility
projects approved by the Economic Develop-
ment Administration (EDA), Department of
Commerce. Procedures :stablished by EDA
provide that the amount of a supplementary
grant to an applicant for a project eligible for
grant assistance be computcd by reducing the
estimated cost of the project by the lesser of
the applicant’s share cf the cost of the project
or 50 percent of such cost ..nd by the amount
of the direct grant. The applicant’s share of
the cost of a project is generally considered to
be the amouni of a loan thai could be amor
tized by the revenues that tae project could
be reasonably expected to generare over a
30-year period and cannot be less than the
applicant’s minimum share determined by
maximum grant rates set by EDA. The appli-
cant may finance his share of project cests
from his own funds or by obtaining a loan
from? EDA or private interests.

We reviewed the records pertaining to
the supplementary grants of $3.1 million,
awarded by EDA to applicants of 18 projects
located in EDA's western and mideastern
areas. We noted that. in determining the
amount cf the supplementary grants for the
13 projects, EDA did not consider ail avail-
able rever.ues or the revenues were incorrectly
computed or were based on questionable
data, or wert. reduced by excessive charges for
project expenses. On the basis of ‘onur review,
we believe that 17 of the supplementary
grants totaling over $2.6 million should not
have heen made and that one supplementary
grant of about $400.000 should have been re-
duced by about $57,000.

We recommended that the Secretary of
Commerce require that EDA:




—Establish #or all prujects for which
sLpowmentar & gramt assistance is re-
qu-sted spec’’ ¢ gridelines lor determin-
ing the revonues that such projects
could reasonably be expettea to gen-
erate.

~Provide for detziled review by officials
in EDA area offics and Washington
headq_arters of supplementary grant
determinations, including an evaluation
of all factors entering into s'ch determi.
naiions.

—Include a provision in all grant agree-
ment: for adjustment of the amount o*

the supplementary grant up. n discovery
of a computational error.

~Determine the amount of a supplemen-
tary gran® for a project on the basis of
revenues which may be generated dur-
ing the useful life cf the project, for a
40-year period, or for a period equal to
the maximum loan repayment period
pcrmatted by the anplicable bond stat-
utes, whichever is less.

—Consider annual payments on existing
indebtedness of a project as an expense
of the project for only those periods for
which such payments will be made.

£1so, we noted tha, although EDA's
authorizing legislation requires that revenues
be comidr.ed in determining the amount or
any supplementary grant. EDA did not re-
quire consideration of net project revenues in
instances where the basis grant from one Fed-
eral agency and the supplementary grant from
EDA did not exceed SO percent of the project
cosis.

Our report suggested that. because of the
impact of the EDA policy on amounts of
grant assistance provided to applicants and in
the interest of providing financial assistance
to as many needy projects as possible, the
Congress might wish to express its views as to
whether EDA should consider project reve-
nues when an EDA grant supplementary to a

basic grant by another Federal agency does
not result in the tota' Federal grant contribu-
tion exceeding 50 percent of project costs.

In July 1968 the Assistant Secretary for
Economic Development informed us that gen-
erally EDA did not agree with our findings
and proposals. He stated. how:>ver, that EDA
not oaly concurred with our prcposals to pro-
vide more adequate supervisory review of sup-
plcmentary grant determinations but had
taken what it believed to be the requisite
steps to ensure that the supervisory reviews
are carried out. We noted, however, that the
Assistant Secretary had not required nor had
EDA developed detailed supervisory review
guidelines for evaluating supplementary grant
determinations, and we therefore recom-
mended adoption of our preposal. (B-153449,
February 4, 1969)

ECONOMIC OPPORTUNITY PROGRAMS

4. SPECIAL REVIEW- This item
waales to a special review by the General
Accounting Office that covered a number of
separate economic opportunity programs. The
various findings for each cof the programs are
presentec in summary form, and the recom-
mendations are directed toward improve-
ments in. the effectiveness of the total anti-
poverty effort, as well as the individual
programs. This treatment differs from that
given the other items in this report, which
generally are presentations of individual find-
ings and recommendations related to a single
functional area of the Guvernment’s opera-
tions.

Title II of amendments enacted on
December 23, 1967, to the Economic Oppor-
tunity Act of 1964 (42 U.S.C. 2701) author-
ized and directed the Comptroller General of
the United States to make an investigation of
programs and activities financed. in whole or
in part, by funds authorized under the act io
determine—

“(1) The efficiency of the adminis-
tration ol such programs and activities




by the Office of Economic Opportunity

- and by local public and private agencies
carrying out such programs and activi-
ties; and

“(2) The extent to which such pro-
grams and activities achieve the objec-
tives set forth in the relevant part or title
of the Economic Opportunity Act of
1964 authorizing such programs or activ-
ities.”

A report on our overall findings and
recommendations was submitted to the Con-
gress on March 18, 1969.

Fifty-nine supplementary reports on our
examination were submitisd to the Congress
as they were completed on (a) our field exam-
inations where such: work was performed. (b)
our review of management functions of the
administering Federal agencies. (¢) our pro-
gram evaluation work on a national basis, and
(d) the special studies performed for us under
contract.

QOur overall findings ¢n.' recommenda-
tions, as summarized in clapter 2 of our
March 18, 1969, report are set forth below.
Qur findings were grouped under the follow-
ing broad categories.

1. The financia! dimensions of the total
Federal antipoverty effort, and the
part played by the Office of Econom-
ic Opportunity (QOEO).

2. The extent to which the objectives
set forth in the act had been
achieved.

3. The efficicncy with which the pro-
grams authorized by the act had been
administered.

4. The actions which should be taken
to realize more effective and econom-
ical use of the resources available for

recucing poverty.

TOTAL FEDERAL ANTIPOVERTY
EFFORT

In terms of the Federal budget. the
Economic Opportunity Act of 1964 repre-
sented a relatively small increment to the
already existing programs for aiding the poor.

The aggrejate of 2ll Federal programs fo
assistance v the poor amounted to $22.1
billion in fiscal year 1968 and an estfmated
$24.4 billion in fiscal yecar 1969. The projec-
tion for fiscal year 1970 is $27.2 bjjlion.
Increases in Federal programs in recent years
have been accompunie.! iy a reduction in the ,
number of the poor, based upon the defini-
tion used by the Social Security Administra-*
tion, from about 34 million in 1964 to 22
million in 1968. Although Federal programs
for assistance to the poor undoubtedlv con-
tributed imporiantly to this reductiod, much
of the reduction can be attributed to the
expansion of the national economy in recent
years.

In monetary terms, the funds appropn-
aied for programs authorized by the Ece-
nomic Opportunity Act (S1.8 billion in 1963
and $1.9 billion in 1969) are small in relation
to the total Federal effort. In other terms, the
role of OEQ is significant-it is the only
Federal agency exclusively devoted to anti-
peverty. its programs are, for the most part,
innuvative in one or more aspects: and it
shares with the Economic Opportunity
Council the responsibility for coordinating
antipoverty activities ¢f other Feders'
agencies, at least nine of which. in ad iition tu
OEOQO, administer significant programs directed
to assisting the poor.

OVERALL PERSPECTIVE

The accomplishments achieved under the
Economic Opportunity Act should be
appraised in the light of the difficulties
encountered by the agency (OEO) created to
carry out the purposes of the act. These diffi-
culties include:

-




—The urgency of getting programs under
way as quickly s possible.

—ProLlems in developing a new organiza
» tion and in obtaining experienced per-
sonnel,

-

' v
@ —Problems in establishing new or mddi-
- fied organizational arrangemenis at the
¢ local level.
[ S
~The delays and uncertainties in obtain-
ing congressional authorizations and
PY dppropriations.

—The problems of working out rctation-
&hips with other agencies and with State
and local governments®

»
—Lack 0. consensus as to thgmeaniﬂgot
poverty, ..e., who are the poor for pur-
=pases of receiving assistance.

Qur review properly. and .incvium';f
focused on problems, shortcomings, and
recormfinended improvements. OEO and other
participating agéficies e sagreement
with many of our conclusions and recomrhen-
dat'ons and"had initiated actions to deal with
certain of these problems. D

> @ ¢ .

Achievements of the proﬁr.um author-
ized by the act can be assessed crly in juag-.
mental terms. This is so for several reasons:
the programs age new: they deal with such
intangible concepts as® the economic and
socis! levbls of dissdvyntaged people; they
impose fequirements subject to condi-
tions which aré® nog amenabie to reliable, and,
in some cases, any quantitative, measurement.
More specifically:

~Qgiteria are lacking by which to deter-
mine at what level of ac-omplishment a
program is considered acceptably
successful.

~The methods for determining program
accomplishments have not yet been
deve'oped 10 the point of assured reli-
ability,

~The large vuiume and variety of perti-
nent data necessary for ascertaining pro-
gram results were, and still are, either
not availabie or not reliable

—Program resuits may not be fully per-
ceptible within a relatively short time
frame.

—Other programs—Federal, State, iocal,
and private—a‘med at helping the poor,
as well az changes in local conditions—

¥ employment, wage scales, local atti-
tudes—have their effect upon the same
people who receive assistance under the

L programs authorized by the act.

—Amendments 10 the act wnd revisions in
agency guidelines at various times hawe
necessitated redirectior of programs
and other changes which haw affected
the progress of programs i the short

2 run,

. ACHIEVEVMENT OF OBJECTIVES
L]

The basic objective of the Economic
Opportunity Act is to strengthen, supple-
ment, and coordinate efforts to provide to
everyone the opportunity for education and
training, the opportunity to work, and the
opportunity to live in decency and dignity.

Toward the achievement of this objec-
tive, the act authorized a series of programs
and activities desizned to brnng new
approaches to the task of eliminating poverty
and to supplement efforts authorized by
other legislation. The programs authorized by
the act can be grouped in five broad cate-
gories—Community Action, Manpower.
Health, Education, and Other.

An important and basic objective is coor-
dination of the programs authorized by the
act with one another and with related pro-
grams administered by other agencies. This
<coordinating task was assigned to the Eco-
nomic Opportunity Council created by the
ac? =m2 ¢ OED, the former having the domi-
nant role.



The Council never functioned eficctively
and, as recast by the 1967 amendments, has
not been established.

OEO. preoccupied with setting up the
machinery !o get a new agerncy started and
then with its responsibility for initiating and
administering programs authorized by the act,
was not able to devote as much «ifort to its
coordinating function as that function de-
manded. This coordinative task was made
difficult by the necessity of OEO’s influ-
encing the actions and policies of olde. estab-
lished agencies: OEO, a new agency of lesser
status in the Federal hierarchy. was unable to
bring together all programs related to attack-
ing poverty. As a consequence effective coor-
dination has not peen achieved: we believe
that it cannot be so achieved under the exist-
ing organizational machinery.

An important part of the overall pro-
gran management process is the evaluation of
performunce and accomplishments. Evalua-
tions during the first years of OEO operations
were too small in scope and too unrelated to
one another to provide satisfactcry informa-
tion on the achievement of object.ves, nation-
ally. OEO has more recently responded to the
provisions of the 1967 amendments to the
act, which directed an expansion of ¢valua-
tion efforts.

Cummunity Action Program

The Community Action Program (CAP)
was intended by the act to be the means of
bringing a urified effort to bear on the prob-
lems of the poor in urban and rural commu-
nitics through projects designed to organize
community residents; to engage the poor in
the planning and implementation cf projects;
and to be an organized advocate for the poor
in effectuating changes which would expand
the availability of services to the poor.

The program has achiev~d varying suc-
cess in involving local residents and poor
people in approximately 1,000 communities:
it hs been an effective advocate for the poor
in many communities and appears to have
gained acceptance in most communities as a

mechanism for focusing attention and action
on the problems of the poor: and it has intro-
duced new, or expanded existing, services to
the poor. CAP, however. has achieved these
ends in lesser measure than was reasonable to
expect in relation to the magnitude of the
funds expended. This shortfall is attributable
principally to deficiencies in administration
that should be evaluated in the light of the
nature of the program and the fact that it kas
been in operation for a relatively short time.

Manpower programs

Unemployment and the lack of those
capabilities that enable individuals to obtain
employment are major causes of poverty. To
attack these causes, OEO currently invests
approximately one half of its resources in
manpower development. training. and
employment programs: a significant portion
of this effort is focused on youth. The pro-
grams have provided training, work expern-
ence, and supportive services to the partici
pants. Apparent results-in terms 2f enhanced
capabilities, subsequent employment, and
greate” earmnings—are limited.

The Concentrated Employment Program
(CEP). during the short period 1t has been in
existence, has shown some promise of con
tributing meaningfully to the coordination of
existing manpower programs in specific target
areas. There is evidence. however. that there is
an especial need for better coordination with
the federally funded State employment secu-
rity agencies and with the Job Opporturitics
in the Business Sector (JOBS) program spon-
sored by the National Alliance of Business-
men.

Through the institutionalized training of
the Job Corps program. corps members haw
had opportunity to receive cer.ain benefits.
many of which are not subject to precise
measurement; however. post--Job Corps
emplovment experience, which is measurable,
has been disappointing. In the light of the
costly training nmvided by the Job Corps pro-




gam, we doubt that the resources now being
apglied to this program can be fully justified.
Our doubt is especially applicable to the con-
servation center component of the program.

The in-school and summer components
of the Neighborhood Youth Corps (NYC)
program have provided enrolled youths with
some work experience, some additional
income, improved attitudes toward the com-
munity, and grcater self-esteem. 1f it is intend-
ed. however, that these components continue
to have as a principal objective the reduction
of the school dropout problem. greater flexi-
bility should be provided in the use of funds
for such things as the enlargement of existing
school curriculums, more intensive and pro-
fessional counseling, and tutoring for poten-
tial dropouts.

We question the need for retaining the
NYC out-of-school component as a separate
entity. The objective of this component seems
to be encompassed in other existing programs,
particularly the Manpowzr Development and
Training Act (MDTA) program, with which
the out-of-school component could be
merged. As presently operated the out-of-
school component has not succeeded in
providing work training in conformity with
clearly expressed legislative intent.

The work experience ard training pro-
gram, soon to be replaced by the work incen-
tive (WIN) program, has enabled persons on
the welfare rolls to obtain employment and
assume more economically gainful roles in
society. On the other hand the program
experienced deficiencies in certain functions
of administration which detracted from the
accomplishment of the prograin’s mission.

Our limited review of locally initiated
employment and job creation programs under
CAP revealed varying degrees of success.

The available data showed that most of
the manpower programs experienc:d high,
early dropout rates which strougly indicated
that many enrollees received little or no
actual help.

Health programs

The Comprehensive Health Services Pro-
gram is a rcther recent innovation and. partly
because of dzlays in the program’s becoming
operational, has reached only a portion of its
intended population. Many of those that it
has been able to reach have been provided, for
the first time, with readily accessible medical
care on a comprehensive basis. Uniform plans
and procedures are needed to evaluate OEO’s
and the Department of Health, Education.
and Welfare’s health projects during the devel-
opment phase and on a long-range basis. More
appropriate and equitable standards nced to
be established for determining eligibility for
free and reimbursable services.

The family planning programs are also of
recent origin, and only limited data as to
results was available. v

Education programs

Head Start (for pre-schoolage children)
has been one of the most popular programs in
the economic opportunity portfolio. Potential
long-range effects cannot yet be measured.

Available evidence sugpgests. however.
that Hcad Start children at the locations
visited made modest gains ‘n social, motiva-
tional, and educational ¢ aracteristics and
were generally betier preparcd for ent., into
regular school than were their non-Head Start
counterparts. The cluldren also benefited
from medical and dental services, although
some did not benefit because of delaysdn pro-
viding these services: from - well-balanced
meals; and from group-instruction activities.
The program, however, has not succeeded in
getting sufficient involvement by parents of
Head Start children, which is a primary objec-
tive of the program.

The Upwesd Bound program has pro-
vided participanis with opporturaties to over-
come handicaps in academic achievement and
in motivation. to complete high school, ard
to enter college. National statistics show that
Upward Bound students have lower high
school dropout rates than is considered nor-

-
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mal for the low-income population: have
higher college admission rates in companson
with ‘he national average for high school grad-
uates; and have college retention rates above

»the national average for all college students.

The extent to which ineligible youths are
accepted detracts from the effgctivcncs of
the program.
. L

vy Other education programs have expen-

L 4
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® cnced some succes by raising the enrollees’

proficiency in basic educational skills and by
culturally enriching their lives; however, the
mahagement of such programs was in need of
improvement. '

*

2 Okher programs

»The Legal Services program has imr
proved the plight of the poor by affording
them legal represemation and egucating them
a>to their legal rights and responsibilities. The
success of this program in assisting the p2or
to form self-help grours. suchyas cooperative
and business ventuwes, has been limited. an

" f®w Legal Services projects have engaged in

efforts ¢o briflg aboutdaw rétosm. . »

AR overall evaluation of the pcrfornn.nct
of the Volunteers in Service towAmenca
(VISPA) frogram is a complex task. because
WVAISTA volurteers are involved in a variety of
functions alongside personnel of othér pro-
grams.

Tae Mi.grant.'. #nd Seasonal Farmworkers

@roghm in Arizona has been beneficial i
helping mi tad to obtain or qualify for
" employmtnt ,and in preparing preschool

migrant children to enter elementary school.
Frogram effectiveness could be increased by
more closely relating education and training
coggses to the specific needs of program
participants and by limiting participation to
the target population.

The Economic Oppcrtunity Loan Pro-
gram (transferred to the Small Business Ad-
ministration in 1966) would better achieve the
objective for which it was established if it
offered greaier assistance to borrowers to aid
them in improving their managerial skills and
if it were cammied on with greater administra-

tive efficiency. The Economic Opportunity
Loan Program for low-incorre rural families
administered by the Department of Agricul-
ture made only a limited contribution to
bettering the income of a majority of loan
recipients included in our review. Our evalua-
tion, which was based on bommowers’ opera-
tions for a l-year period, did not permit an
assessment of whether program objectives
would be achieved in succeeding years. Inade-
quate counscling and supervision and lack of
definitive eligibility criteria *=nded to hLimit
program effzctiveness. (For additional infor-
mration on our findings and ~scommendations
related to these two loan rrograms see items
S ana 12.)

EFFICIENCY OF ADMINISTRATION

The effectiveness of the total ant:
poverty effort is dependent. in considerable
measure, on the manner in which individual
programs and activities are administered. It
was to be expected that establishment of a
new OEO (in 1964) having responsibility for
lzunching innovative (i.e.. unprecedented)
programs and for difficult or impossible coor-
dination .would create many administrative
problems in the eariy years of operations.
Also, the emphasis placed in 1964 on getting
programs under way and obtaining results
quckly did not lcave sufficient time to plan
and establish well-designed and tested admin-
istrative machinery. Although progress has
been made in the past 4 years, the administra-
tive machinery is still in need of substantial
improvement.

Program and project managers, in most
programs, have not been provided wath ade-
quate guidance and monitoning by OEO and
other responsible Federal agencies. There is
need for improved policies and procedures to
strengthen (1) the process by which program
participants are selected, (2) the counseling of
program participants, (3) the supervision of
st=fT, (4) job development arnd placement, (5)
the ways in which former program partia-
pants are followed up on and provided with
further assistance, and (6) the recordkeeping
and reporting necessary to permit more effec-
tive evaluations of accomplishments and more
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adequate accountability for expenditures.
Some of these shortcoming: can be attributed
to insufficient and inexperi:nced staff, partic-
ularly at the local level.

The Community Action Program, for
which a substantial portion of OEO funds
are expended, requires greater effort to aid
the local CAAs build effective administrative
machinery, morc adequate progran. planning
and evaluation, and better operational pro-
cedures and trained personnel at the neigh-
borhood centers. Also more support should
be given to innovative efforts of the type
currenily underway at OEO to evaluate
CAPs. ’

The administrative support to the anti-
poverty programs will have to be substantially
augmented and improved to achieve satisfac-
tory effectiveness of antipoverty efforts with
the hmited resources asailable.

For substantially all programs, partic-
ularly the manpower programs, payroll proce-
dures need to be strengthened to afford ade-
quate control agains. irregularities. procure-
ment practices should be modified to limit
purchases to what is demonstrably needed
and the lowest cost; and more effective proce-
dures are needed to ensure the utilization and
safcguarding of equipment and supplies and
their timely disposition when they become
excess to needs. Closer attention should be
given to claims for non-Fede al contributions
so that only valid items supported by ade-
quate documentation are allow=d.

Many of the administrative deficiencies
identified in our examination could have been
avoided or cormrected sooner if requisite
auditing and monitoring by responsible 10cal
and Federal agencies had been more timely
and comprehensive.

PRINCIPAL RECOMMENDATIONS

We believe that, to provide more effec-
tive uweans for achieving the objectives of the
Economic Opportunity Act, revisions are
needed in the progranms and organization
through which the eifurt to eliminate poverty

a0 - it e -
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has been outlined in the act. Accordingly, we
offered the following recommendations.

Community Action Program

I. <TAAs and OEO should institute
efforts to:

3. Improve the plann.ng of local
projects.

b. Generate greater cooperation
among loczl public and private
agencies.

c. Stimulate more active partici-
pation by thc poor.

d. Develop means by which the
effectiveness of programs can
be evaluated and require peri-
odic evaluations to be made.

e. Strengthen the capability of
the neighborhood centers to
carry out their functions of
identifying residents in nzed
of assistance in the target areas
and of following up on refer-
rals made tc other units or
apencies for rendering needed
services.

2. OEO should consider includins
income among the eligibility re-
quirerents for those component
programs, such as education and
manpower, which are directed to
individuals or families and which
involve 2 significant unit cost and
for which inc "me is not now an eli-
gibility requirement.

3. OEO should give greater emphasis
. to research and pilot orojects that
offer promise of alleviation of pov-

erty in rural areas and should en-
courage CAAs in rural areas to
broaden the range of activities that

will contribute to economic devel-

opment.




The Congress should consider
whether additional means are neces-
sary and dcsirable to assist residents
of rural areas that cannot build the
economic base necessary for self-
sufficiency. to meet their basic
needs.

Manpower programs

5

The Secreiary of Labor should take
further steps to ensure that:

a. Full use s made of the exist-
ing facilitics and capabilities of
the State employment security
agencics in connection with

‘EP operations.

b. CEP oper.tions are coordi-
nated fully with the JOBS pro-
gram.

The Congress should consider,
whether the Job Corps program
particularly at the conscrvation cen-
ters, is suftniently achieving the
purposes for which it was created
to justify its retention at prescnt
levels.

The Congress should consiZer:

a. Redefining and clanfying the
purposes and intended objec-
tives of the NYC inschool and
summer work and training
programs authorized for stu-
dents in section 123(a)|) of
the Economic Opportunity
Act of 1964, as amended.

b. Establishing specific and realis-
tic goals for programs author-
ized and relative priorities for
the attamament of such estab-
lished goals.

The Congress should consider

10

merging the NYC out-ofschool pro-
gram, currently authorized in sec-
tion 123(a}2) for persons 16 and
over, with the MDTA program.

The Secretary of Labor. to make
the WIN program effective, shouli
give close and continuing attention
to the problem of cnrollee absgn-
tecism and ascertain the causes of
carly terminations and absc¢nteeism
and how these ca'ises may be alle-
ated or eliminated through addi-
tional scrvices. modification of pro-
gram content. or other means.*

Health programs

10.

The Director. OBO. through his
cognizant program office. should
define the circumstances under
which health centers may finance
costs of hospitalization: establish
more appropriate and equitable cri-
teria to be used in determining the
ehigibility of applicants for medical
care: and. in accordance with grant
conditions. require cerniters to claim
reimbursement from third parties.

Increased attention should be given
by bc*™ the Director of OEO and
the Secretary of Health, Education.
and Welfare to the toordiration of
the agencics’ health efforts and the
development i iniform standards
for evaluating health projects and
programs. inciuding family-planning
programs. both duning the develop-
ment phase and on a longrange
basis.

Education programs

12. The Director. OEO, should direct

and assist local Head Start officials
to make further efforts to involve
more parents of Head Start children




in the program in order to enhance
the opportunity for developing the
close relationship between parents
and their children that & so vital to
the childrea’s social and educa-

° ¢ ‘tional growth. >
13. The Dircctor, OEOQ, shou]«! improve
@ procedures for the recruitment and
selection of participants in the
Upward Bound program.
-
.14. The Director. OEO, should requdire.
as prerequisites to funding locally
I + 3%nitiated education | prrgrams:
®
a* Determinations as to whether
the program will conflict with
@ o existing programs diregted to
the poor and whether it could
be financed with other thad
N . . OEO funds,
N b. ¢The Rientification &1 avaitable
> yresources and facilities which
’ could be used in the program
to, reduce the expenditur: §f
v . ‘ * dimited OEO funds,
>
c. The identification of 1wp|c-"
mentary education programs
thrdugh which further educa-
# tional assistance could be
» afforded #§ OEO program
i yﬁ::‘:cs.
v Other programs

15. &he Director, OEO. should:

a. More clearly define program
objectives and major goals to
the Legal Services projcct di-
rectors and instruct them on
* the methodology of engaging
in activities directed toward

economic development and
- law reform.

L
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b. Make eiTorts to develop and
implement measures of the
extent to which Lega! Services
projects are achieving national
progrzm prioritics and objec-
tives.

To improve procedures leading to
the assignment of selected appli-
cants to the VISTA regional train-
ing centers. the Director. OEO,
should give consideration to the
feasibility of requinng that appli-
cants be interviewed and given
aptitude tests before they are con-
sidered eligibility for VISTA
training.

.. The Director. OEQ, should require.

with respect to the Migrant and
Scasonal Farmworkers program.
that:

a. Systemalic employability
plans be prepared whereby
participants” handicaps can be
identified at the time of enroll-
ment so that an appropnate
curriculum may be developed
to meet such needs.

b. Participants’ progress in the
program be penodically re-
vieved.

c. Data on participants’ post-
program cxperience be main-
tained.

The Administrator. Farmers Home
Administration. Department of
Agriculture, should:

a. Conduct a study primanly
aimed at:

1. Establishing minimum
standards with respect to

"“"I‘,‘u..._ et
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the amount of supervi-
sory assistance that
should be given borrow-
ers under the Euonomic
Opportunity Loan Pro-
gram in order to ensure
that they receive ade-
quate guidance.

2. Determining. consistent
vith the foregoing stan-
dards, the quantity ard
types of supervision
needed and the loan ac-
tivity level which can be
sustained within th-
supervisory capabilities
available.

b. Revise Farmers Home Admin-

istration instructions as to
loan cligibility to require
appropriate consideration of
net assets and the recording of
the circumstances considered
to justify the making of loans
to applicants whose incomes
and/or assets exceed specified
amounts.

Coordination and organization

19.

A new office should be r:*ablisherl
in the Executive Office Jf the Pres
dent to take over the pl-aning,
coordination, and evalaation func-
tions now vested by the act in the
Economic Opportuniry Council and
OEO.

OEO should be ccatinued as an
independent operating agency out-
side the Executive Cffice of the
President, with responsib.iiiy for
admaistering CAP and certain
other closely related programs.

Funding and agminie*z>tion of cer-
tain programs now funded by OEO

12

22.

should be transferred to agenciess
which administer programs that
have closely related objectives.

The proposed new office in the
Executive Office of the President
should have responsibility for
ensuring coordination of activities
of local Cities Demonstration Agen-
cies and CAAs. I this new office is
not established, consideration
should be given to placing this
responsibility under the Secretary
of Housing and Urban Develop-
ment.

The Congress should direct that a
report be submitted on longer
term actions required to coordi
nate and to maximize the use of
community action and citizen par-
ticipation efforts in federally
assisted antipoverty programs.

The evaluation function

24,

General

The recommended new office in
the Executive Office of the Presi-
dent should further develop the
evaluation function with respect to

arntipoverty programs.

The responsible Federal agencies
should give particular attention to
providing for more frequent and
comprehensive audits of all anti-
poverty programs.

(B-130515, March 18, 1969)

§. DIRECTION AND CONTROL

OVER RURAL LOAN PROGRAM OPER-
ATIONS-Our review of the economic oppor-
tunity (EO) loan program, which is adminis-
tered bv the Farmers Home Administration




(FHA), Department of Agriculture, and is
designed to assist low-income rural families in
raising and maintaining their income and liv-
ing standards, showed that, although the pro-
gram had helped a number of individuals to
raise their income significantly, the majority
of borrowers had made less or slightly more
income from their loan-financed enterprises
during a l-year period than was needed to
meet payments on loan principal.

We stated our belief that, when viewed
froia the standpoint of permanently bettering
the income of loan recipients, the program’s
contribution, with respect to the majority of
loan recipients, had been very limited. Our
conclusions, however, were based on an evalu-
ation of the borrowers’ operations for a
l1-y=ar period, although the loans had repay-
mea. periods averaging 10 years. Thzrefore
our evaluation did not permit a positive
assessment of whether in succeeding years the
loans will achicve their ultimate objectives.

We stuted our belief also that

--the lack of adequate counseling and
supervision by FHA had had a bearing
on the «nd~ated limited progress of the
borrowers,

—the lack of precise loa eligiility cri-
teria had resulted in loaas’ being made
to indwiduals whose reported financial
condition and backecourd indicated
that they were not in the proverty cate-
gory, and

—FHA needed 1o strengthen its planning
and management information system n
order to enable it to adequately assess
the results o1 the program and to plan
its future direction.

In addition. FHA was unable to reliably
determine the administrative costs of carrying
out the EO joan program. As a result. the
total adm’ .strative costs involved in carrying
out the program, substantial amonnis of
which came from funds mnace availa®.. “or
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FHA's regular program, had not been fully
disclosed to the Congress.

In view of the foregoing findin,s, we
basically recommended:

~That FHA (a} establish minimum stand-
ards with respect to the amount of
supervien~ assistance that should be
c~zn EO borrowers to ensure that they
recerve adequate gudance, (b) deter-
mine, consistent with the foregoing. the
amount of suparvisory effort needed to
maintain the loan level activity within
the supervisory capabilities available,
and (c) establish procedures and con-
trols to ensure that upervision i fur-
nished 10 borrowers at the desired level.

~That FHA revise its instructn:n 5o that
an applicant’s net assets are appropri-
ately conmdered and. in those cases in
whch an appiicant’s net income or net
assets exceed those specified, that
proper justificaticn be shown in the
records for making an EO 'san under
such arcumstances, and

That FHA s'rengthen its managemen
system for the EO loan program by pro-
viding data whah can be used by its
managers to (a) define mure precisely
the number of rursl families whose
incomes are deficient and who represcnt
potental borrowers. (b) wdentify the
problems that exsst in reaching and
axding certain groups. such as the aged
and nonfarm tamilres, (c) determine
more effectively the amount of loan
funds that will Le needed in the future,
i ‘N formulate the framework by
which loan performance can be readily
and effectrvely evaluated

Although not agreecing with many of our
findings and recommendations. FHA advised
us in Marck 1969 that it recognized the need
for :

—improving borrower counseling and




mhl’q Iungfgcat_on ‘or makl@
louns 10 individuals whose income or
aset position appeared 10 méx<e him

ineligible. and

—impruving its system of program evalua-
tion by refinina perforinance cata anc
increasir.J FHA's analytical capabilities
in developing tends and problems in
low-income rura' areas

(B-130515. August 21, 1969)

6. ACCOUNYING AND INTER-
NAL CONTROL-In Janvary 1969. we re-
ported to the Chairman of the Senate Com-
mitt=¢ on Appropnations. at his request. on
our review of Government funds utilized
under the first two of three Department of
Labor contracts with Youth Pride, Inc.. Wash-
ington. D.C. Our review revealed numerous
weaknesses in PRiDE’s system of accounting
and internal controls. Als~. enrollees inter-
viewed by us made numerous ailiegations of
impropricties and irregularities involving
principally expenditures of payroll (informa-
tion indicating that Fedi.al criminal laws
might have been viclated was referred by us
to the Department of Justice.) Accordingly.
we could not conclude that a!l funds ad-
vanced to PRIDE by the Department of
Labor had been properly expended and ac-
counted for and it was not feasible to
determune. with any degree of accuracy. the
full extent to wnich funds may have bcen
misused. The weaknesses in the system of
accounting and internal controls were sub-
stantially corrected during our review, but we
pointed out that no svstem could be expected
to provide complete protection against all
types of fiscal wregularities.

We concluded that ¢he Departmeut
should have satisfied itself. 1in conjunction
with awarding contracts to PRIDE. that
PRIDE’s accounting procedures and internal
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cortrols provided reasonable safeguards over

‘ederal funds. Also. we concluded that, if the
Department had required PRIDE to adhere to
conventionzl and accepted standards of ac-
counting and internal control., many of the
unresolved questions and doubts concerning
the use of funds under the first two contracts
could have been avoided.

We recommended that the Department
monitor PRIDE’s accounting ard internal
control procedures and perform periodic tests
of transactions and procedures to ensure satis-
factory performance by PRIDE. (B-164537,
January 16, 1969)

7. COMFLIANCE WITH CON-
TRACTUAL REQUIREMENTS-In January
1969, we reported to the Chairman of the
Senate Committee on Appropriations at his
request., on our review of Government funds
utilized under the first two of three Depart-
ment of Labor contracis with Youth Pride,
Inc.. Washington. D.C. We noted that PRIDE
had not complied with certain requirements
of its contracts with the Department and with
certain Government reguiations relative to
Keeping records. submitting reports. handling
project funds, obtaining departmertal approv-
al for certain transactions, determining eligi-
bility of enrollees. and adhering to limitations
on travel allowances. We were informed that
some requirements had been waived orally by
the Department.

We recommended that (a) the Depart-
ment monitor PRIDE’s operations on a con-
tinuous basis to ensure that PRIDE is comply-
ing with applicable contract requirements and
(b) the Department reduce all waivers of
contract requirements td writing. (B-164537,
January 16, 19G69)

8. CONTRACTS FOR FINANC-
ING ON-THE-JOS TRAINING-In a report
submitted to the Coneress in November 1968,




we pointed out that certain contracts awarded
by the Department of Labor to private firms,
principally in the Los Angeles County area of
California, tc conduct on-the-job (OJT) train-
ing for disadvantaged and hard-core une:s
ployed had served primarily to reimburse the
employers for OJT which they would have
conducted even without the Government's
financial assistance. These contracts were
awarded even though the intent of the con-
tracts was to induce new or acditional train-
ing efforts beyond those usually carried out.

We found that th: Department of Labor
had not developed adequate puidelines and
procedures for its field personnel ir imple-
menting the “maintenance-of-effort™ clause
which is included in every OJT coatract o
ensure that the contractor’s previous triining
efforts are maintained at no cost to the Gov-
emment. Prior to awarding the contracts, the
Department of Labor did not ascertain either
the number of employees normally trained by
the cmployers or their training costs.

Qur review showed that the Department
had not established standards and guidelines
prescribing the length of training in the van-
ous occupations that the Government would
suppoit under OJT contracts. We found that.
as a result, the Department had awarded OJT
contracts in which the weeks of training sup-
ported by the Govermment varied, -ven
though the trrining provided by each of the
employers was for essentially the same skills
or occupations.

In addition, we found a need for better
coordination of the OJT program in the Los
Angeles County area because contracts were
being promoted. developed. and administered
independently by different organizations on
behalf of the Department of Labor. Conse-
quently, there sometimes were differences in
costs for each employee and in weeks of train-
ing provided for the same occupation.

Although the Department carried out
most OJT projects through cost-reimburse-
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ment contracts we believe that these projects
could have been operated more efficie. iy
and economically if fixed-price contracts had
been used in situations where the Department
had obtained cost ¢xperience and was negoti-
ating a follow-on or similar-type contract.

We recommended that the Secretary of

Labor prescribe appropriate procedures for
use by the contracting officials in deteimining®
leveis of prior training effort and in estab-
lishing the costs to be reimbursed under OJT »
contracts.

In addition. we suggested that the .bb
partment take steps to establish reasonably
uniforn. standarcs and guidelines governing
the length of training the Government shoukd
support for particular occupatfons under O)T
contracts. Morcover. we suogested that the
Secretary of Labor establish appropriate pro-
cedures to properly coordinate the develop-
ment and administration of QJT comntracts
and develop a policy to requie the use of
fixed-price contracts where appropriate.

The Secretary of Labor agreed with most
of our findings and pointed out corrrctive
actions planned or taken. The Sccretary
questioned, however, whether the Depant-
ment should engage in a cosily administrative
process to determine compliance with the
maintenance-of<fTort clauses of the contracts
in the ibsence of a statutory requircment
ther:for.

In our opinion. the Department’s policy
of including mainterance-of-effort clauses in
all OJT contrac's was formulated as an inter-
pretation of legislative intent. ard we therefore
questioned whether any substantive change of
policy regarding the maintenance-uf<ifort
concept was proper without first obtaining
congressional approval. We therefore urged
that the Secrctary of Labor take corrective
action in accordance with our recommenda-
tion on this issue. (B-146879, November 26,
1968)

r
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9. YOUTH WORK-TRAINING
FHYOJECTS (DETROIT)-In a report sub-
mitted to the Congress in December 1968, we
pointed out the need for the Department of
Labor to increase the eff~ctiveness of the
nghborhood Youth Corps (NYC) program
which was bling operated by seyeral program
sponsors in Detroit, Michigap.

The Economic Opportunity Act of 1964
authorized the establishment of the NYC pro-
gram for the purpose of providing funds and
tethnical assistance to organizations willing to
operate work-training projects for students
and unemployed young men and women flom
Idw-income families. NYC activities in Detroit
bezan in February %965, and Federal funds
authorized through June 1968 totaled about
$16 million. -

" We found a need for more can:fu
ing of youths applying for the oulélj-::
compuonent of thg NYC program. to cnsufe
that the youths whom the program is in-
tendedsto b&efit were enrblled. A sudstantfal
number of the enrolices in the out'bfschool
component in Detroit did not meet the De-
partment’s criteria for enrollment offould not
be'id?:miﬂcd by us as havjng met the critenia,
us¢ the sponsors had not recorded suffi-
cient information in the enrollees’ records to
support positive determinations of eligibility.
L

-

a need for reascaable
onowqrp, proced tc identily those
youths who needed further advice and assist-
ance and to serve as a basis for program cvalu-
ation and redirection: for improved super-

controls of the timekeeping 1ecords for

enrollees in the inschoo! component
sponsored by the Detroit Board of Education;
and for more effzctive momtoring of spon-
sors’ operations in Detroit by the Bureau of
Work-Training Programs., Decpartment of
Labor.

In addition. we found that the Detruit
Board of Education had not contributed its
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required share for costs of an NYC project in
the summer of 1965. This was caused by the
Department of Labor’s policy which per
mitted NYC sponsors to include, in the pay-
ment for their share of the project expendi-
tures, other Federal funds which they
received while administering programs for
other Federal agencies. We stated that, gen-
erally, where a Federal grunt requires nun-
Federal matching funds tc be provided.
Federal or required non-i'ederal ma:iching
funds under another Federal grant may not be
considered as meeting the grantee’s matching
requirements.

We recommended various actions to be
taken to screen NYC youths adenuately,
strengthen follow-up and payroll procedures,
and intensify the Department’s monitonng
activities. We also suggested that the Secretary
of Labor should take the necessary steps lo
ensure, with respect to future NYC agree-
ments. that sponsors will not claim, as part of
their required 10-percent share, funds which
had been advanced to them under other Fed-
eral gran{ programs.

The Secretary of Labor advised us that
the Department and the sponsors had initi-
ated corrective actions and that every effort
was being made to adjust to the requirement
that a sponsor’s share of the program cost:
not be derived from other Federal funds or
funds obtained from nua-Federal sources
previo.isly used to match Federal funds under
other programs. (B-162001, December 26,
1968)

10. YOUTH WORK-TRAINING
PROJECTS (LOS ANGELES COUNTYI)-In
January 1969 we reported te the Congress on
the need for substantial imgrovements by the
Department of Labor and the sponsor in sev-
eral aspects of the administration of the
Neighborhcod Youth Corps (NYC) program
operated in Los Angeles County. California.
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NYC activities in Los Angeies County began
in February 1965, and Federal funds author-
ized through June 1368 totaled about $34.4
million.

We concluded that the NYC program in
Los Angeles might not always have reached
those youths in need of the program as de-
fined by the Fureau of Work-Training Pro-
grams. We found that a substantial number of
youths enrolled in the NYC program in Los
Angeles County did not meet the eligibility
criteria established by the Department. or we
could not readily venfy their eligibility be-
cause the files did not show that the sponsor
had elicited from the enrollees sufficient
information upon which to make sound de-
terminations of eligibility.

We found also that there was a need for
the sponsor to evaluate the effectiveness of
the orientation programs being given by its
subsponsors to new NYC enrollees, to improve
the quality of work supervision and increase
counseling .services given to enrollees, to in-
crease enmliment of NYC enrollees in sup-
'‘emental education programs and improve
class attendance by thuse youths enrolled in
such programs, and to provide increased
emphasis on job-development and follow-up
services for enrollzes whose participation in
the NY© program had terminated.

In addition, we noted the need for im-
provement by the spomsor in controls over
wages and salanes paid to enrolices and the
administrative stafT. for documentation of e
non-Federal contributions to the N pro-
gram, for timeliness in auditing the activities
of its subsponsors. and for communication
between NYC administrators.

We rmcommended. in general. that the
Department of Labor monitor the imple-
mentation of corrective actions planned by
the sponsor and its subsponsors 10 improve
eligibility determinations and ensure that such
improvements are accomplished on a timely
basis.
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Gn January 16, 1969. »e were advised
by the Department of Labor of the currective
actions taken or to be taken by the Depart-
ment, the sponsor, and the California State
Eruployment Service on our findings and
recommendations. (B-165214, Jrauary 7,
1969)

11. YOUTH WORK-TRAINING
PROJECTS (PR'LADELPHIA AND PITTS-
BURGH)-In a report to the Secretary of
Labor in April 1969, we pointed out a num-
ber of deficiencies in the administration of
the Neighborhood Youth Corps (NYC) pro-
gram in Philadelphia and Pittsburgh that
warranted attention bv the Departmént of
Labor. NYC activities began in Philadelphia
during March 1965 and in Pittsburgh durig
June 1965, and Federal funds authcrizeu
through June 30, 1968, totaled about $26.5
million.

We concluded that, for 40 percent of
1,123 youths enrolled in the NYC program in
Philadelphia and Pittsburgh, eligibility criteria
established by the Department had not been
met or eligibility of the youths could not be
rea..y ascertained because records supporting
the sponsors’ eligibility determinations were
not complete.

We found a need for the sponsoring
organizations to take appropriate action to
increase enrollment and improve attendance
of NYC youths in supplementary education
programs. to adequately support in-kind con-
tributions claimed as the sponsors’ share of
project costs. to improve the controls over
payroll operations, and to consider use of
available Government sources of supply in
acquiring office equipment and supplies.

In addition, we believed that there was a
need for more effective moaitoring of sponsor
operations by the Department to improve
program effectiveness and to ensure compli-
ance with work-training contracts.




e recommended that the Department
obtain the needed improvements in screening
procedures of the sponsors in Philadelphia
and Pittsburgh and that the Depanment
intensify its monitoring of these procecures in
these cities. We recommended also that the
Department assist and encourage the sponsors
to improve other aspects of the administra-
tion of the NYC program.

On June 19, 1969, the Assistant Secre-
tary of Labor for Administration advised us
that the sponsors were cumrently reviewing
and carefully monitoring all enrollee records
for eligbility. utilizing guidance information
(school attendance and grades) and ‘incume
criteria published by the Otfice of Economic
Opportunity and by the Department of
Laber. He stated also that additional man-
power resources which the Department of
Labor had authorized in these areas would
allow for more frequent and detailed monitor-
ing of sponsors’ total operations and for pro-
viding technical assistance to the sponsors.

The Assistant Secretary also advised us
that the Department of Labor agreed with our
other findings and recommendations and out-
lined the corrective actions being taken by 1ae
Department and the sponsors. (B-165666.
April 8. 1969)

12. ADMINISTRATION OF ECO-
NOMIC OFPORTUNITY LOAN PRO-
GRAM-In an April 1969 report to the Con-
gress. we expressed the opinion that the
efficiency of the administration of the Fco-
nomic Opportunity Loan (EOL) Program by
the Small Business Administration (SBA) could
be substantially improved. We also stated
that. in some cases. the effectiveness with
which the program achieved the objectives of
the Economic Opportunity Act could be in-
cr=ased. '

In our cvaluation of the administration
of the program we relied. to the extent we

considered feasible. on the results of the re-
view made by SBA's Audits Division. Our
survey zalso included a review of three reports
on studies of the EOL Program which were
issued in February 1966 and in June and
December 1967 by two consulting firms.

Our survey showed that: - {

—SBA had made only limited analyses of
program information for evaluating the
effectiveness of the program. -

~The lack of specific guidelines for ap-
plying the various loan eligibility cri-
teria appears to have resulted in ques
tionable interpretations of the criteria.
In some cases. however, we concluded
that inadequate consideration of exist-
ing guidelines by SBA pfficials was the
basic cause for questionable interpreta-
tions.

~-The stated objective of the Economic

Opportunity Act with respect 1o im-
proving man.geria! skills employed in
small businas con_erns had not been
futfilled.

—SBA needed to improve its evaluation
of the applicants’ ability to repay loans

The internal auditors in their review also
noted 2 need for improvement of various pro-
cedures in the review, approval, and adminis-
tration of loans. We stated that the corrective
action taken by SBA concerting the need to
improve certain procedurcs brought to man-
agement’s attention by the intermal auditors
should, if properly implemented, improve the
administration of the EOL Frogram.

We recommended that, in order that the
Congress and SBA may be in a position tc
better evaluate the effectiveness of the pro-
gram for meeting the objectives of the act,
SBA, throughout the term of the loan, obtain
information regarding the number of persons
cmployed by the borrower; that SBA make
further efforts to provide more specific in-
structions and guidance to SBA employees
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for use in their review and approval of EOLs;
and that SBA irtensify its efforts to obtain
adequate financial data from the loan
applicant and that loan specialists intensify
their,analysis of the data.

In commentifg on our findings jn No-
s vefiber 1968, the Administratgr of SBA
expressed general agreement with the matters
poigfed out but did not fgyor our proposals for
specific corrective action. He stated that, in
the opinion of SBA, actions already taken
uld eliminate the weaknesses outlined in
report. (B-1305185, April 23, 1969) *
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13. GONSOLIDATIOII AND
COORDINATION OF ’RESCHOO}. PRO-

C GRAM3 AMONG FEDERAL AGENCIES-In
a report submitted to the Congress in Feb®
» ruary 1969, we compared the presdhool pro-

grams qoperated in L&s Angeles County,
- Califomia, dyring ghe 1966;67 sd.os.\l year by
*  the Office of Economic Opportunity (ORO)

‘. and by the Office of Education and the Social
= and Rechabilitation Service. of the Departmgent
P of Health. Education. and Weltare (HEW) %We

r‘eporlc'l that differences existed in the types
and degrees of services provided to the e
rollees in the areas of education. health, nutri-
tion. and social yservices in three federally
supported preschool prograrms. In the area of
progrim _administrationg we reported that
differences existgd in such areas as () age and
income enrollment Xriteria. (b) staff qualifi-
cation requirements and salaries paid, (c) stafT
workload arnd responsibility, (d) program
duntion.and (e) program evaluation.

On the basis of our review, we believe
that, to realize maximum benefits from the
preschool programs and to avoid inconsisten-
cies and possible incquitics among disadvan-
taged children being served. there is a need for
coordinated direction of the programs among
the Federal agencies and a nced for considera-
tion of the desirability of prescribing com-
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panable criteria Jor enrollmeni. comparable
guidelines for services, and a standard term of
enrollment among the preschool programs.
Further. we believe that there is a need for
evaluation of th: comparative degrees of
success that have been attained in the various
programs, since. in our opinion, such an evalu-
ation would form a con-tructive base for
future programs.

The nced for more effective coordina-
tion of Federai programs was recognized in
section 631 of the Economic Opportunity
Act of 1964, as amended December 23, 1967.
This section provided for reestablishing the
Economic Opportunity Councii, in part. to
assist the President of the United States in
providing for the coordination of Federal pro-
grams and activities related to the act and in
resolving differences arising among Federl
departments and agencies with respect to such
programs and activities.

The responsibilities of the Economic
Opportunity Council, the Director of OEO,
and participating Federal departments and
agencies in cofbining. coordinating. and con-
solidating pro zrams are further defined in sec-
tions 632, 633, and 634 of the act.

In view of the inconsistencies and pos-
sible inequities in serving disadvantaged chil-
dren and the need to achieve a more
coordinated effort in administering the pre-
school programs. we proposed that the Eco-
nomic Opportunity Ccuncil determine
whether the varicus preschool programs
administered by OEO and by the Social and
Rehabilitation Service and the Office of Edu-
cation. HEW. should be consolidated under a
single Federal agency.

F.ading such a determination we pro-
poscd that the Secretary. HEW. together with
the Director. OEO. and the Economic Oppor-
tunity Councii as authorized by part B of
title V1 of the Economic Opportunity Act—
take such actions as might be required to
strengthen the coordination among the vari-




ous preschool programs and to consid:r the
need for comparable critenia to be appiicabie
to the programs in the interest of providing
mo:2 equal service to participating, disad-
vantaged children.

We were informed by OEQ that as of
November 30, 1968, the President had not
yet appointed members to the Economic
Opportunity Council reestablished by the
Economic Opportunity Amendment. of
1967; however, both HEW and OEO advised
us of actions taken by them that were respon-

sive to our proposals.

The Acting Director of OEO informed us
that, pursuant to a awrective from the White
House dated April 10. 1968, the Secretary of
HEW had established a Federal Panel on Early
Crildhood. The OEO letter advised us that
the Panel. which was composed of representa-
tives of Federal ag-ncies administoring related
programs on early childhood. had been asked
to develop. among other things. plans for the
most effective use of operating. research,
training. and technical assistance funds avail-
able to the departments and ageacics in ways
which would support the objctives of all.

Also, the directive provided that the plan
be developed so as to Tnsure that program
coordination, both in Washington and in the
field. would be continuous and that services
would be available wherever needed under
common standards and prioritics and n ways
that would actively involve State. local, and
private agencies.

The Secretary of HEW. in his letter of
October 4, 1968, stats? tha: the Panel was
cummentlhs engaged in a senies of studies and
vsorking. on a program callked the Community
Coordinated Child Care Program. which were
address=d directly to the kind of matters dis-
cussed in this report.

In addition to the above. the Congress,
under section 309 of the Vocational Educa-

.

tion Amendments of 1968, directed the Presi-
dent to make a cpecial study of where the
responsibility for administering the Head
Start program should rest and to submit the
findings of this swdy to the Corgress not
flater than March 1, 1969. On February 19.
1669, the President submitted the special
study to the Congress and also directed that
preparation be made for the delegation of
Head Start to HEW. In accordance with the
President™s directive, responsibility for the
Heod Start program was delegated to HEW
effective July 1, 1969. (B-157356, February
14, 1969)

14. TRANSFER OF HEAD START
ENROLLEE RECORDS-We reported to the
Congress in February 1969 that the Office of
Economic Opportunity (OEQO) policy ~hich
requires that records of children enrolled in
the Head Start program be transferred to the
elementary schools cubsequently attended by
the children was not being fully followed in
the program administered by the Economic
and Youth Opportunity Agency of Greater
Los Angeles (EYOA). Transfer of these
records. which contained important data on
the children’s Head Start performance and the
extent of health services provided, is neces-
sary to ensure that the children are not de-
prived of certain benefits of the program.

During our visits to certain delegate
agencies. we noted that the records of chil-
dren enrolled in the Head Siart program had
not been transferred because their parents had
not submitted to the clementary schools the
postcard ferm which was fumished to the
parents by the delegate agencies for use by
the schools in requesting the records. After
we discussed this matter with EYOA officials,
EYOA adopted a revised procedure which
provided for the delegate agencies to hand-
carry the Head Start enrolices’ records to the

appropriate schools.




By letter dated July 2. 1968, the Act-
ing Director, OEO, informed us that exact
procedures for the transfer of records could
be worked out cnly at the local level and that
the 1966 guidelines directed that provision be
made for the transfer of the health records of
Head Start enrollees.

Subsequently, OEO officials acknowl- .

edged to us that, apparently because of an
oversight, the OEO Head Start guidelines
issued in September 1967 did not contain a
requirement for the transfer of enrollee
records to the clementary schools attended by

the former Head Start enrollees. We therefore .

recommended that the Director of OEO revise
the Head Start guidelines to require the trans-
fer of enrollee records to the elementary
schools attended by former Head Start en-
rollees. (B-157356, Fcbruary 14, 1969)

15. INCREASZU ENROLLMENT
IN THE HEAD START PROGRAM-We
reported to the Congress in February 1969
that we believe that the enrollment of chil-
dren in the Head Start classes in Los Angeles
County could be increascd if the Orfice of
Economic Opportunity (OEQ) class enroll-
ment criteria were re.sed to give recognition
to the average daily attendance of enrollees.
The Head Start class size recommended by
OEO was 15 children with a maximum and
minimum enrollment of 20 and 12 children.
respectively. We found that the enrollments in
Head Start classes were limited by the Eco-
nomic and Youth Opportunities Agency of
Greater Los Angeles (EYOA) to 15 children
and that additional children could have bern
enrolled since the average daily attendance for
the classes of selected delegate agencies was
about 12 children.

After we brought this matter to EYOA's
attention, EY JA advised its delegate agencies
in March 15€/ to increase the enroliment in
their classes. As a result of the increased en-
rollment, a total of 523 additional children

were being served by April 30, 1967. We
estimated that these children had been accom-
modated duning the remaining 4 months of
the program year at an additional cost of
about $39,000, or about $355.000 less than
we estimated would have been required to
astablish new classes to serve a like number
of children.

We proposed that the Director of OEO,
to increase the number of children participat-
irg in the Head Start programs and to obtain
the maximum benefits from the resources
provided by OEQO. revise the instructions per-
taining to class enrollment to provide that
grantees. in setting class levels. give recogni-
tion to the average daily attendance.

By letter dated July 12, 1968, the Act-
ing Director of OEO informed us that OEO
believed that grantees should be encouraged
only as a last resort to enroll additional chil-
dren where absenteeism becomes an acute
problem. He informed us also that OEO
stress=d that Head Start teachers and social
workers should not consider absent children
expendable or replaceable but rather should
gve thein the intensive attention needed to
overcome the dropout problem.

The intent of our proposal was. in part,
to permit a greater number of children to
attain the benefits of the Head Start program.
Although we agree with the concept advanced
by OEO, we believe that, as a practical mat-
ter, actions cannot be taken that would re-
duce absenteeism to a point where OEQO’s
recommended student-to-teacher ratio would
be met.

We thercfore recommended that the
Director of OEO revise Head Start OEO
guidelines to require Head Start grantees to
enroll a sufficient number of children to
ensure that the average class attendance is in
line with OEO's desirea staffing patterns, giv-
ing due consideration to prior enroliment and
attendance statistics and to the need to iden-
tify. and take appropriate action or cor-

-
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rect, the causes of absenteeism. (B-157356,
February 14, 1969)

16. YNCOME ELIGIBIL\TY STAND-
ARDS-In a report submitted to the Acting
Director of the Office of Economic Oppor-
tunity (OEQ) in September 1968 on our review
of the Legal Services program operating in the
cities of Phil.delphia and Pittsburgh, Pennsyl-
vapia, we reported that, under the OEO legal
services program guidelines, the dzlegate agen-
Jics were permitted to adopt eligibility stynd-
#ds that contaired higher income limitations
than those used in'“bther OEO programs. We
alse reported that the attorneys participating
in the Pittsburgh program were not following
Ehe eligibiiity standard adopted for their pro-
gram but were following standards that the
attorneys individually determined to bPappro-
priate. X . o
Y The digector, Legal Sgrvices program, Jn-
formed us that variations frdtn OEQ's general
incon®e criteria were justified because (@ re-
gional differences existed in the cc:ﬂ:f living,.
(b) the wniform poverty standar ould be
happl'vpriate because of #e high cost of legal
services, and (c¢) it was desimble to have the
same income standard as that of the “local
legal aid sqgiety. .

"we question whether these reasons jus-
tified thg use of iffering income eligibility
standards in sthe legal services program. We
believe that regional differences in the cost of
fiving and in the cost of the services offered

'd exist with respect to other programs
fuhded by OEOQ. Aside from this question, we
believe inequalities can result when attorneys
in a particular program are permitted to indi-
vidually establish critena.

We recommended that OEO review the
propriety of its policy of permitting the estab-
lishment of income eligibility standards in the
legal scrices program which may vary from
OEQ’s generally applicable guideline=. We also
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recommended that attormeys of the Pitts-
burgh program be required to apply income
eligibility standards on a uniform basis to all
persons assisted. (Report to the Acting
Director, Office of Economic Opportunity,
September 5, 1968)

17. ADMINISTRATION AND
OPERATION OF THE HEAD START PRO-
GRAM-In February 1969 we reported to the
Congress that our review of the Office of
Economic Opportunity (OEQ) Head Start
services provided by delegate agencies of the
Economic and Youth Opportunitics Agency
of Greater Los Angeles (EYOA) showed that:

—Services were not being made available
on a basis that would permit all disad-
vantaged children throughout the
county to have an equal opportunity 1o
participate in the program,

—Children were not enrolled in classes in
sites nearest to their homes, which re-
sujted in Nt keeping to a minimum the
bussing of children and the traveling by
agency personnel to children's homes
and by children’s parents to .lasses.

~Sume class sites of delegate agencies
were widely dispersed. As a result,
supervision could not be provided on
the most efficient and economical basis

We reported also that the delegate agencies:

—Had employed cortain persons who dd
not meet OEQ’= prescribed gualifica
tions for the positons without docu-
menting the agencie<’ justification for
deviating from the requiren.. nts.

—Had leased certain classroom space at
rates that exceeded those specifid in
OEOQ guidelines and approved budgers
and had accepted certan classroom
spore as a non-Federal share of pro-ram
costs although such action was
specifically prohibited by OQOEO
guidelines.
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—Were not fully documenting
expenditures of Federal funds.

—Were not determining the eligibility of
children from military families for
enrollment in the program in
accordance with OEQ's criteria.

We proposed that, to reduce instances on
noncom:pliance with QEO-prescribed critena,
instruciions, and procedures, the Director,
CEQ, :icsvaluate the allocation of OEO's
progr.m resources so as (o ensure that
sufficitnt emphasis is being given by OEO
regiona: office personnel t© maintain a close
working relationship at the local level. We
proposed also that the D.-ector, OEO.
reemphasize to the Western Regiona! Director
the need for timely and effective guidance.
supervision, and review of the planning and
operations of EYOA's Head Start program.

The Acting Director of OEO informed us
that OFO had been acutely aware of the need
to develop effective monitoring systems, to
provide useful guidelines to Head Start
programs, and to ensure that needed program
information flowed smoc'aly from OEO
through the grantee to the delegate agencies.
He informed us also that OEO had been
working to build up the staff of the regional
offices to a level sufficient to provide the
needed guidance, supervision, and review.
(B-157356, February 14, 1969)

18. ENTERTAINMENT COSTS-We
repwted to the Director of Job Corps in
October 1968 that. during our review of acti-
vities of the Albuquerque Job Corps Center
for Women, Albuquerque, New Mexico, we
noted that certain costs of questionable allow-
ability had been inculuded in vouchers sub-
mitted to the Office of Economic Oppor-
tunity (OEQ). by the contractor, Packard Bell
Electronics Corporation, for reimbursement

under contract OEO-2480. Included in these
costs were several instances where expense
reports submitied by Center personnel for
reimbursement by Packard Bell included the
costs of food and/or entertainment furnished
to OEO employees.

Although it is recognized that OEO’s
Standards of Conduct for Employees provide
that employees may accept food and refresh-
mr nt of nominal value in the ordinary course
of a luncheon or dinner meeting or other
meetings when the employee’s attendance at
the meeting is in the interest of OEQ, we
reported that the frequency with which cer-
tain OEO employees had accepted food
and/or entertainment providsd by contractor
officials warranted the attention and review
of OEO.

As a result of our report, Job Corps
changed its policy to state “***that all con-
ference meals and/or entertainment in which
Job Corps employees and contractor per-
sonnel participate, will be on a “dutch treat’
basis, without exception.” (Report to
Director of Job Corps. Office of Economic
Opportunity, October 2, 1958)

19. 478 CORPS GRADUATION
REQUIREMENTS-In a report to the Direc-
tor of Job Corps, Office of Economic Oppor-
tanity, in September 1968 on our review of
the operations of the Omaha Job Corps
Center for Women and the Cxcelsior Springs
Job Corps for Women we reported that the
respective centers differed in their require-
ments for graduation and that the opinions of
various staff mem bers appeared to be the con-
trolling factor in determining whether a corps-
woman had qualified for graduation.

The Excelsior Springs Center's require-
ments for graduation in a vocation consisted
of completion of courses such as Home and
Family and World of Work, completion of the
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basic educational courses required to bring
the achievement level of the corpswoman up
to the grade equivalent level designated for
the vocation selected, and completion of the
vocational educational courses and on-the-job
training (OJT) designated for the vocation
selected.

Our review of the Excelsior Springs
Center records for selected corpswomen who
graduated during the period of our review or
had supposedly completed their training
except for OJT revealed little information as
to when and the manner in which they had
obtained the achievement level required for
graduation. Although the records reviewed
generaliy indicated the various courses taken
by the corpswomen. there was little docu-
mentation in the files to show when and how
the corpswomen had attained the specific
skills required for that vocaticn. According to
center officials, the teachers determined
whether the corpswomcn had progressed to
the level required for graduation.

At the Omaha Center officials advised us
that there were two basis prerequisites for
graduation. The first prerequisite consisted of
a collective evaluation by teachers and staff
members that the corpswoman was employ-
able. The other prerequisite was the satis-
factory completion of the first three steps of
a personal derclopment program which con-
sisted of five Life Skills™ steps. Center offi-
cials stated that although the enrollees were
encouraged to complete all five stens, only
the first three steps were required to be com-
pleted prior to graduation. Our review of
Center records for 37 enrollees who were
graduated in Apnl 1967 show=d that only 24
of the 37 had completed the three required

steps.

We reported that there was a need to
develop and apply uniform standards for
determining when a corpswoman was quali-
fied for graduation to ensure that graduates
had achieved acceptable standards of conduct
Or progress.

24

In December 1568, OLO reported tha®
all women's centers had established gradua-
tion cr'eria covering vocational, academic,
and sociai achievement. (Report to Director
of Job Corps, Office of Economic Oppor-
tunity, September 19, 1968).

L
20. ADMINISTRATION OF HEAD

START GRANTS—In May 1969 we reported
to the Acting Director, Office of Economic
Opportunity (OEQO), that OEO needed to (a)
improve controls over grantees’ financial re-
porting *o ensure prompt dispositioh of
unobligated funds remaining with grantees at
the end of the grant period and (b) strersthen
accounting controls over funds returned_ to
OEO by grantees. v '

We evaluated OEQ’s policies and proce-
dures for controlling grant funds and made an
examination of fiscal and other records for
selected Head Start program grants at OEO
Headquaters in Washington, D.C., and the
OEO regional offices in San Francisco, Cal#
fornia; New York, New York; and Austin,
Texas.

We found that., because OEQ had not
effectively administered the financial report-
ing requirements of the grant programs, it had
no accurate knowledge of the status of Fed-
eral funds in the hands of grantees or the
amounts which should have been returned to
OEOQ. For example, our review at OEO Head-
quarters of selected Head Start grants funded
in fiscal year 1965 showed that OEO had not
received the required financial reports from
81 grantees who had received Federal funds
totaling about 39 million. Qur review at the
OEO regional offices also showed that
grantees were not submitting the required
financial reports.

To comrect this situation, we recom-
mended that OEO Headquarters issue orders
and instructions to emphasize the need for
strict enforcement of grant program require-
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ments and to establish effective controls over
the programs.

.. bn addition to the above, we found that
the financial reports of 105 grantees that had
recgivyd Federal Yunds totaling ovpr $4

on showed a total of about 5350,000 in
unexpended iunds. We were unable to find
any gVidence that OEO had received or depos-
ited any of these funds. Upon subsequsnt

_examination of the funds received by OEO,

we_noted that $82,000 of the $350.000 had
b received and deposited in the U.S. Treas-
ury but that most of these funds had nol

, beenyentered into OEO’s accounting records

aj the time of receipt. e

». 3
We believe that it is one of manage-
ment’s prime responsibilitics to ensyre that
the agency comply with the laws and regula-

tions applicable to the receipt and disburse?

ment of public monies. W:: recomamended that
managegpent ensure that funds received are

~ promptly entgred i#lo the agcounfing records.

We recommended also that OEO continue #ts
actions to recbver the unexpenied baiances of
Head Start grants. (Report to the Ac'?g
Director, »O¥fjce* of Economic Opportunily.

“Iy 9. '969) 3
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® ZJ..ELJGIBN.IT‘ CRITERIA FOR
THE HEAD SYART PROGRAM-In a report
submitted to the Cofigress in February 1969,
we reported that over 490 children who were
enrolled in the Head Start classes in Los
Acgoles nty were ineligible on the basis of
" tl.e family income criterion established by the
Office of E-onomic Opportunity (OEO). We
also reported that about 200 children who
were enrolled in the program—some of whom
may be inciudzd ir the group of over
490—did not me:t the OEO ase criterion

- Since funds v-ere not .nade available to serve

- all the eligible children in Los Angeles
County, it appeared that the enrolhizert of
ineligible children deprived ciigible, disad. an-

-

taged children of an opportunity to partic-
ipate in the program.

It appeared ako that medical services
were provided to about 100 children and that
dental services were provided to about 580
children who were not entitled to tF s ices
under OEO’s policy and its grant : .:=einent
with the Economic and Youth Oppoitunities
Agency of Greater Los Angeles (EYOA)
because controls had not becn established to
prevent the furnishing of the services to such
children.

We cstimated that program costs alloca-
ble to services provided to the earollees dur-
ing the 1966-67 program period amounted to
a2 minimum of about $451,000 for children
who did not meet the age criterion and about
$30.000 for chiluren who were not entitled to
receive medical and dental services.

OEO established income and 7 ge criteria
for determining eligibility of children for
enrollment in the program and for deter-
mining the extent of medical and dental serv-
ices to be provided: however, OEO did not
establish adequate controls for ensuring full
compliance with the criteria.

We believe EYOA's practices in admin-
istering cligibility requirements evidenced 2
need for improving the effectiveness and time-
liness of guidance, communication. and
review by OEO and EYOA and a need 1or
improving the cooperative planning between
EYOA and its delegate agencies so that serv-
ices can be provided to those children who are
entitled. under program guidelines. to such
SeTvices.

After we brought our findinzs to
EYDA’s atteniion, it iscued instructions to its
dclegate agencies requiring that imr.ediate
steps % : taken to comply with OEOQ’s income
eligibility requirements. Sabsequently, we
vere advised by EYOA that 491 ineiigible
ery Mlees had buen dropped from the program
and 1t they had becn promptly replaced by

P.n pAns




eligib’e children. We estimated that the
replacement of the 491 ineligble children in
the program wi*h eligible children resulted in
the redirection of funds of about $25%9.009
during the 3-mconth period ended August 31,
196 /. EYOA advised us ako that in the future
only disadvantaged children eligible under
OEO age and incom~ criteria would be
enrolled in the program.

We proposed that the Director of OEO
(a) reemphasize to grantees and their delegate
agencies the need to comply with eligibility
criteria, (b) have the Western Pegional
“Nrector “~valuai* the effectiveress of the
actions taken by E yYOA to more fully cony.:;
with the eligibility criteria and of the efforts
by EYOA's field representatives, and (<)
encourage the full participation by the dele-
fFate agencies in the preparabon of the Head
Liart proposals.

The Acting Director of OEO, in com-
menting on our Tudings and proposals by
letter dated July 12, 1968, informed us that
OEO had taken the following z ticas towa'd
attaining the objectives of cur proposals.

—Several complemertary systems had
been developed for evakuanng the effec-
tiveness of grantee recruiing and
screening efforts a ° “w developing
guidelines whick =d heip the
grantees acco. plish L . tas

—A specially recruites sta' _d made site
visits 10 about 780 Heay Start programs
n 1966 and 1967 -or ™ e purpose of
focusing special atter ton on problems
of income eligibilar,. and, as a result,
Head Star' guidelines haa been sevised.

=The Dwector’'s office had asued specal
instructions to Regonad Dwectors on
the importance of ermureag that incone
efigibility guidelines we: e observed.

~The OEQ Western Regoral Office had
established a specal of'ce in Los
Angeles 10 improve communication and
coordination with delegate ager e

—EYOA had e Teelings
with the progra- - of its dele-
gate agencee. OE. £lines stressed

the need for greater j.ar .icipation by the
delegate agences and by the Head Start
parents in program planning, and the
Head Start applcation was designed 10
make this requirement effective
(B-157356, February 14, 1969)

22. ACCOUNTING CONTROLS
OVER CASH ADVANCES-In June 1969 we
reported to the Congress on our review of
selected aspects of payments and charges to
Job Corps members by the Office of
Economic Opportunity Operations, Finance
Center. US. Army (OEOO-FCUSA), Indian-
apobs, Indiana. for the Office of Economic
Opportunity (OFO). that there was a need to
improve financial controls over Job Corps
allowances.

Under an interagency agreement, OEQOO-
FCUSA makes payments for the Job Corps to
all corps members for various types of allow-
ances. In calendar year 1967 such payments
amounted to about $105 million and OEOO-
FCUSA was reimbursed by OEO in the
amount of $1.6 million for the cost of this
operation.

From a statistical sample. we estimated
that in 1967 Job Corms centers did not report
cash advances of about $125.000 to OEQOO-
FCUSA because of inadequate accounting
controk. We estimated that, il the advances
had been properly reported, about $115,000
could have been deducted from separation
ray™ents.

We ako found that unexcused absences
for which corps members were not entitled to
allowances were not properly reported to
OEOO-FCUSA and chat OEO’s policy requir-
ing recovery by the Job Corps centers of the
unused portion of Government-furnished
transportation or meal tickets was not being




implemented and OEOO-FCUSA was not
nctified so that the amount due terminated
corps members could be reduced by thz value
of the unreturned tickets.

Although about 5,600 terminated corps
members reenroll annually and our tests
showed that many reenrollees may have debts
outstanding from prior enrollment, policies
and procedures did not call for collection of
such debts upon readmittance.

We proposed that OEO conduct a study
of all areas affecting corps members’ allow-
ances to establish a set of uniform policies
and to develop adequate instructions and
guidelines for use by center directors in estab-
Iishing better control over advances and other
amounts due or to be collected from corps
me mbers.

OEO and the Department ot the Army.
in commenting on the draft report, expressed
general agreement with our findings and pro-
posals and advised us of a number of correc-
tive actions taken or to be taken.

We believe that, if the actions taken or
being taken by OEO and OEOO-FCUSA are
satisfactorily implemented. overall control
over corps members’ pay and allowances
should be materially strengtiened. However,
we understand that OEOO-FCUSA does not
plan to reconcile amounts claimed by centers
to reimburse their imprest funds with
amounts advanced to corpsmen for certain
needs.

We therefore, recommended that the
Director, OEQ, make the necessary arrange-
ments with the Department of the Army to
have OEOO-FCUSA reconcile all types of
advances at least on a test basis. (B-130515,
June 30, 1969)

FEDERAL-AID AIRPORT PROGRAM

23. AIRPORT SPONSORS USE OF

FUNDS DERIVED FRUM SALES OF DO-
NATED FEDERAL LAND-We reported that
airport sponsors had used proceeds derived
from the sale of Government-donated land to
offset (a) the sponsors’ share of the cost of
Federal-aid airport program (FAAP) projects
and (b) the cost of airport developments not
eligible for Federal participation under FAAP.
In some cases, funds derived from the Govern-#
ment (proceeds from sale of Government-
donated land and FAAP funds) were sufficient
to offset substantially all of a sponsor’s invest-
ment in its airport. The Federal Aviation Ad-
ministration’s (FAA’'s) policy permitted air-
port sponsors to dispose ~f land donatd¢
under the Surplus Property Ac«¢ if, among
other things, the sponsor agreed to apply the
proceeds to the operaticn, maintenance. or
improvement of a public airport. We sug-
gested that (a) FAA's procedures be revised to
require airport sponsors to use the proceeds
derived from the sales of donated Federal
land to offset costs of airport development
eligible for Federal assistance before giving
additiona! FAAP funds to the sponsors and
(b) determirz the status of the unexpended
proceeds and assure itself that such proceeds
will be used for specific airport purposes.

FAA revised its policy to eliminate the
inequitable-matching aspect we objected to
and to provide greater assurance that proceeds
from sales of donated Federal land would be
used for specific airport purposes. FAA also
agreed to take action to ensure that unex-
pended proceeds would be used for specific
airport purposes. (B-164497(1), September
24, 1968)

FEDEFAL-AID HIGHWAY FROGRAM

24. FEDERAL EMERGENCY RE-
LIEF FUNDS-In a letter to the Secretary of
Transportation in June 1969, we questioned
tiie propriety of using Federai emergency
funds to finance 100 percent of the cost of a
four-lare bridge and approaches to replace the
two-lane Silver Bridge which collapsed at
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Point Pleasant, West Virgria, in December
1967.

.The replacement bridge. estimated to
cost about S16.1 million, was relocated
downstream from the old bridge, and about
$7.6 million of the estimated cost was direct-
iy related to the cost of constructing ap-

proaches.

Federal highway legslation authorizes
the use of Federal emergency funds for the
repair or reconstruction of highways seriously
damaged as a result of disasters or catastrophic
failures. The Secretary of Transportation is
authorized to finance. with emergency relief
funds, up to 100 percent of the replacement
cost of a comparable facility if the Secretary
determines it to be in the public interest.

We concluded that two-lane bridge and a
four-lane bridge were not comparable in size
and capacity and advised the Secretary that
the action taken in approving the use of Fed-
eral emergency funds to finance 100 percent
of the cos? of constructing a four-lane bridge
and approaches, as a comparabie replacement
for the old bridge. was not consistent with the
enabling legislation or the policies established
by the Federal Highway Administration to
implement such legislation.

We recommended that Federal participa-
tion with emergency funds be limited to the
estimated cost of a two-lane facility built to
current design standards. In addition, we rec-
ommended that Federal participation with
emergency funds in the cost of the ap-
proaches be limited to the estimated cost of
constructing or reconstructing the existing ap-
proaches to a replacement bndge at the old
location to the extent that such cost resulted
from the catastrophe. (B-166132, June 30,
1969)

25. FEDERAL PARTICIPATICN IN
COSTS OF STATE HIGHWAY SAFETY
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PROGRAMS—QOur review showed that the
Federal Highway Administration (FHWA),
Department of Transportation, had estab-
lished a policy for participation in the cost of
State highway safety activities which permit-
ted the States to use the cost cof their ongoing
safety activities to match Federal funds made
available for additional safety efforts under-
taken pursuant to the Highway Safety Act of
1966. We noted that, as a result of this policy,
some States were obtaining full reimburse-
ment for the cost of federally approved addi-
tional hichway safety activities undertaken
and that other States were sharing in the cost
of such activities.

Because FHWA's policy did not appear
to us to be consistent with tie intent of Con-
gress, as expressed in the enabling legislation
and its legislative history, and because it ap-
peared that FHWA was administering the pro-
gram inequitable among the States, we recom-
mended to the Secretary of Transportation
that FHWA revise its policy to ensure that the
matching of Federal and State funds be ap-
plied to the cost of additional safety efforts
and that the practice of using expenditures
for existing State activities for matching Fed-
eral funds be discontinued.

The Department of Transportation dis-
agreed with our interpretation of the enabling
legislation and declined to accept our recom-
mendation. Basically, the Department be-
lieved that the intent of the Congress was to
permit the States to match the available Fed-
eral funds with expenditures for ongoing safe-
ty activities of the States. We believe that the
enabling legislation or the !egislative history
does not support the Department’s position.

We suggested to the Congress that it
might wish to consider providing whatever ad-
ditional guid=ace it deenied necessary to clan-
fy its intent with respect to the manner and
extent to which Federal funds are to be used
for funding State highway safety programs.
(B-165355, June 19, 1969)



26. IMPROVED APPRAISAL
PRACTICES FOR RIGHT-OF-WAY ACQUI-
SITIONS-We reported that, from at least
1961, surveill.nce by Federal Highway Ad-
ministration (FHWA), Department of Trans-
portation, right-of-way personnel in the State
of Rhode Island had shown cortinuing weak-
nesses in the State’s appraisal documentation.
During this same period, the FHWA auditors
had reported similar weaknesses and had ques-
tioned the reasonableness of the appraisals
that were being used as a basis for Federal
participation. We found that FHWA had not
taken appropriate corrective action to require
the State to make timely improvements

We examined 22 appraisal reports for
properties costing a total of about $1.5 mil-
lion and concluded that ail of these appraisals
were either incomplete or inadequate with re-

and (c) requirement that States be advised, in
writing, of deficiencies noted. Documentation
for appraisals obtained by the State in prior
years are currently being reexamined.
(B-164497(3), November 19, 1968)

FEDERAL AID TO LDUCATION

27. ADJUSTMZNT OF FEDERAL
CONSTRUCTION GRANTS-The Office of
Education (OE), Department of HeI'n, Edu-
cation, and Welfare (HEW), makes grants to
irstitutions of higher education under title I
of the Higher Education Facilities Act ©f
1963 to assist in financing the construction of
academic facilities intended primarily for
undergraduate use. In a March 1969 report to
the Congress, we expressed the belief thaf

spect to the documentation supporting the opportunities existed for Federal grant funds ¢ »
valuation of the land or improvements. to be used in a more etfective and equitable N
: manner in accomplishing this objective. -
We recommended that the Federal High- =
way Administrator institute an appropriate Our review showed that OE had not
plan of action, including, if necessary, suspen- established adequate procedures for making
sion of Federal participation in State right-of- timely reductions in grant amounts for such
way costs, to (a) obtain the improvements reasons as decreases in estimated construction
required in the State right-of-way acquisitions costs or ineligibility of certain costs for
control system and (b) provide assurance that Federal financial participation. We found
adequate support exists for the amount of that OE, rather than reduce amounts of ¥
Federal participation in the State’s claims. Federal grants as a result of reductions in the
costs of facilities as originally approved,
The Federal Highway Administrato: allowed many grantee institutions to retain
agreed that improvements were needed in the and use such grant funds for procurement of
appraisal activities in Rhode Island and re- additional items not included 4n project
vised FHWA's appraisal policy to provide budgets approved at the time the grants were
specific requirements which are consistent awarded. For 24 projects it appeared thut
with generally accepted appraisal practices reductions of about $500,000 in grants could
and which will provide FHWA, State, and fee have been made except that OE had author-
appraisers with meaningful criteria for (“e ized the institutions to retain and use such
preparation and evaluation of appraisal re- grant funds, generally for procurement of
ports used as a basis for Federal reimburse- additional equipment, although the grantee
ment. institutions had pro—ided assurances that they
would adequately equip the projects.
In addition. the Federal Highway Ad-
ministrator promised ather corrective action, We expressed the belielf that Federal
including (a) expansion of inspection-in-depth grant funds co.ald have been made available
activities, (b) intensification of surveillance, for other eligible projects if appropriate grant
] . . i 4
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reductions had bee: made on a timely basis
after a need for such reductions became
apparent. We pointed out that at July 1957
about $755,000 of tide I funds had been

» made avatlabl: for return to the U.S. Treasury

rather than used for the title | program
because requfired reductions of grants awarded
in fiscal year 1965 were not made by OE until
the time had expired vmhm which the funds

‘e’ could have been Jegally obligated for other

construction projects.

>
¥ We recommended that HEW require:
L

—~That grant adjustment practices be’,
4 strengthened with a view towarc reduc-
ing grants forepdecreases in estimated
project costs and that such reductions

be made on a tinely basis. *

= . —That project files applicabl® to existing
grants be reviewed for the purpose of »
reducing grants jn those, cases Where .
information, available indicates that

& Nwgible de elopment costs will be less
gthan @e esumged cc pn which the »
grants were based ]
\ o

JHEY concurred in our recom@Pndations
nd swted that actions srad been taken or
would be taken to strengthen grany adjust-
ment practices followed by OE (B-163031{1),
March 4. l:?b‘)l
-

. »

#

T 3. use‘cr FACILITIES CON-
STRUCTED WITH FEDERAL FINANCIAL
ASSISTANCE- In a report to the Congress in
December 1968, wz pointed out the need for
the Office of Education (OE), Department of
Health, Education. and Welfare (HEW), to
strengthen its controis for determining com-
pliance with statutory restrictions on the use
of academic facilitics constructed with
Federal financial assistance.

The Higher Education Facilities Aet of
1963 authornizes Federal assistance for con-
structing, among other things, facilities to be

used as classrooms, laboratories., libraries. and
“related facilities necessary or appropriate for
the instruction of students.™

We found that the regulations issued by
HEW were not clear as to the type of facilities
considered as not being “related facihities
necessary or appropriate for the instruction of
students,” and that, because of the absence of
adequate guidelines, some OE representatives
had not determined whether the facilities
were being used in compliance with applicable
rstrictions.

Although we found indications of only a
few violations of the use restrictions
applicable to academic facilities constructed
with Federal assistance. we believed that there
was a need for OE to (a) issue more defimtive
guidelines setting forth the criteria and
methods to be used in ascertaining whether
institutions were complying with applicable

“restrictions on the use of facilities constructed

with Federal financial assistance and (b) make
reviews to ascertain whether there was com-
pliance with such restrictions.

HEW informed us that OE was devoting
more attention to the refinement of apph-
cable guidelines and was developing plans for
making systematic compliance reviews
beginning in fiscal year 1969. (B-164031¢(1\
December 23, 1968)

29. PROCEDURES TO DETER-
MINE COMPLIANCE WITH INTENDED
USE OF GRANT FUNDS-In a September
1968 report to Congressman Glenard P. Lips-
comb and to the Federal grantor agencies in-
volved, we presented the results of our review
of the administration and use of Federal
grants for an educational laboratory theater
project in Los Angeles. The project. which
provided for the establishment of a theater
group tc present four selected plays to second-
ary school students during the school year
1967-68, was funded jointly by the US




Office of Education, Department of Health.
Education, and Welfare, and by the National
Endowment for the Arts of the National
Foundation on the Aris and the Humanities.

We found that the accounting records
and procedures used by one of the grantees
involved had been adequate to account for
the receipt and expenditure of Federal grant
funds but that the othzr grantee had not
established accounting procedures to provide
for the identification and recording of costs in
a manner that would permit a determination
of whether expenditures of Federal grant
funds had been for the purposes intended and
were otherwise proper and whether Federal
grant funds had remained and were returnable
to the Government at the end of the grant

period.

We expressed the belief that there wasa
need for the Fed=ral grantor agencies to take
effective action to clarify the responsibilities
of grantees and contractors under the educa-
tional laboratory theater program, partic-
ularly with regard to the fiscal aspects. and to
assist such parties in resolving problems which
1cvd to hinder efficient administration of the
progyym.

Officials of the Federal grantor agencies
subsequently informed us of certain steps that
were being taken to correct the deficiencies
noted in our report. (B-162965, September
13, 1968)

30. DISBURSING STUDENT-AID
FUNDS-In March 1969 we reportec to the
Acting Commissioner of Education, Depart-
ment of Hecalth, Education, and Welfare,
on our examination into the administration at
a college in California of certain aspects of the
Federal programs for financial aid to students.
We pointed out that, during the four aca-
demic semesters ended with the 1968 fall
semester, $64.515 in loans under the National

n

Defense Student Loan program and grants
uncer the Educational Opportunity Grant
program had been paid to 98 students who
did not meet their school enrollment or
attendance requirements.

We found that the full amounts of loans
and grants had been disbursed to the students
for the =ntire semester about 10 days prior to
formz] registration and that, during the period
between the receipt of a loan and/or grant
and formal registration, the students were able
to adjust their planned courses of study and, in
some cascs, fell below the minimum rcquired
number of credits or completely withdrew
from school. We expressed the belief that the
practice of disbursing the full amount of aid
for the seme<ter before completion of regis-
tration lent itself readily to the occurrence of
such a situation.

College officials informed us that they
were aware of the problems arising from this
practice and had instituted some changes in
registration ana aid-disbursement procedures
aimed at minimizing instances of noncom-
pliance with the requirements of the federally
assisted loan and grant programs. The changes.
which are planned for initiation with the 1969
fall semester, include the implementation of a
procedure whercby students generally will be
required to coordinate registration with
receipt of aid. Additionally, disbursement of
aid to a student who has been authorized to
receive both a loan and a grant will be made
in two installments—the loan will be paid first,
at the beginning of the semester, and the
grant will be paid at a later date.

In April 1969, in response to our sugges-
tion, the Acting Commissioner of Education
informed us that all schools participating in
the student-aid program would be urged to
adopt payment procedures that would pro-
hibit the disbursement of loans and grants
before registration. (Report to Acting Com-

mission=r of Education, Department of -

Health, Education, and Welfare. March 18,
1969)
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FEDERAL REGULATORY ACTIVITIES

31. REGISTRATION OF PESTI-
CIDE OF QUESTIONABLE SAFETY-Our
review showed that there was a need for the
Agricultural Research Service (ARS), Depart-
ment of Agriculture, to resoive questions of
safety involving certain uses by the public of
pesticide pellets containing the chemical
lindane.

We found that ARS registered lindane
pellets for use in vaporizing devices on a con-
tinuous basis in certain commercial and in-
dustrial establishments—such as restaurants
and other food handling establishments—even
though there had been long-term opposition
fo this practice by the Public Health Service
and Food and Drug Administration, Depart-
ment of Health, Education. and Welfare. as
well as other Federal, State, and private
organizations. We pointed out that the con-
troversy associated with the use of the pellets
stemmed from varying conclusions as to the
adequacy of the scicntific data that was avail-
able to prove that the continuous vaporiza-
tion of lindane pellets in certain commercial
and industrial establishments was safe.

We noted that ARS had not resolved
questions of safety raised by other Federal
agencies and by State and private organiza-
tions, nor had it taken action to restrict or
disapprove the use of lindane pellets in
vaporizers in certain commercial and indus-
trial establishments after the products were
first registered with the agency in the early
1950’s. We expressed the opinion that the
very existence of differences of opinion by
various interesicd organizations emphasized
the need for ARS to taken action to resolve
the question of safety to human health. We
recommended that the Secretary of Agricul-
ture review the ARS policy of registering
the pellets with a view toward resolving the

question.
The Department of Agriculture’s Direc-

tor of Science and Education, in commenting
on our recommendation, stated in November
1968 that ARS planned to m:et with (a)
representatives of other Federal agencies to
determine steps necessary to resolve lindzne
problems and (b) medical experts who serve
as collaborators to ARS for advice and®coun-
sel on the use of pesticides.

Subsequently, in April 1969, ARS initi-
ated action to cancel the registration of
lindane products for use in vaporizing devices. .
In its letter to registrants, ARS cited our
report to the Congress and stated that, on the
basis of its reevaluation of the toxicology of
lindane, the results of its recent laberatory
studies, and the opinion’ of its medical ad-
visors. the continued registration of the
products was contrary to provisions of the
Federal Insecticide, Fungicide, and Rodenti-
cide Act. (B-133192, February 20, 1969)

LAND ACQUISITION

32. ACQUISITICN OF LAND FOR
MIGRATORY WATERFCWL REFUGES-
In a report to the Congress in September
1968, we pointed out that the Bureau of
Sport Fisheries and Wiidlife, Department of
the Interior, had acquired or scheduled for
acquisition approximately 60 percent of its
Federal objective, or 2.7 mill:pn acres of land,
at an estimated cost of about $205 million,
without, in our opinion, having established
adequate goals and guidelines for determining
migratory waterfowl needs.

We expressed our opinion that, as a
result of not having developed more specific
goals and guidelines, the Bureau, in several
instances, had acquired greater quantities of
suitable habitat than were required to meet
the needs of waterfowl in particular geograph-
ical areas; had acquired, or had scheduled for
acquisition, substantial amounts of biolog-
cally unessential peripheral refuge lands to
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gain control of suitable habitat: and had
established refuges in areas of relatively low
value to waterfowl.

- P
Bureau officials advised us that the
Bugeat ’s long-range*population objective had
just receatly been defined and that research
was expected to gradually provide.rnore defr
nitiyy” measurements of Rabitat requirements
than the observed use and empirical judgment
on which the program then relied.

L}

e We recommended that the Secretury of
the Interior require the Director of the
Burepu %0 establish appropriate waterfowl

pulation goals and relat®d land investment
guideliness for future guidance of operating
officials. We stated that these goals should be
established, by specific geographical areas
within each flyway, as standards upon which
acquisitions of suitable habitat could bd
rationally planned and codrdinatel, taking
into capsideration the Mmatters discussed in
our report. o ® > ® s

]

We recommended also that the Secretary
consider limiting future a.quisitions til
sich goals *apd® guidelines are developed™to
help edure that the limited fuhds available
will be used to the best advantage. We recon-
mended further that prior acquisitions be
reevaluated in light of sych goals and guide-
lines in ordgr that lands not r.>eded to m==* the
needs of the mugratory viyterfowl refuge pro-
gram might be so'.wd.ulcd for sale or exchange.

A} the time our report was issued, the
Department informed us that it was nct in a
positiongo comment on our conclusions and
recommendations because a Secretarial Advr
suory Board had recently conducted a study on
wihat the national wildlife refuge system
shonld be and its conclusions and recommen-
dations were under detailed review.

In February 1969, the Department in-
formed us that it agreed with our recommen-
dations for improvement but disagree with

»
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some of the information in our renort :nd
could not accept our findings and conclusions
in total.

The Department further advised us that
numerous actions were being taken to
improve the administration of this progra:n,
including (a) developing a system approach as
a framework for improved planning. (b) con-
ducting a study on the organization and goals
of the refuge system, and (c) revising the
Department’s realty manual to require full
reporting of the cost and justification for
acquiring land on the periphery of waterfowl
retuges and full reporting of all significant
factors affecting land acquisition to the Migra-
toiy Bird Conservation Commission which is
responsible for oversecing this program.
(B-114841, September 11, 1968)

LOAN PROGRAMS

33. ESTABLISHING AND CON-
SISTENTLY APPLYING PROCEDURES
FOR MAKING LOANS-In August 1968, we
reported to thé Cong-ess that the Bureau of
Reclamation had not established adequate
procedures for administering the small recla-
mation projects ioan programs and that, where
procedures had been established, the Bureau
had not always required their consistent appli-
cation in making loans. Generally, the portion
of a loan attributable to providing water for
irrigation purposes is repayable without
interest; the portion attributable to providing
water for domestic, municipal, and industrial
purposes is repayable with interest.

The legislation establishing the small
reclamation projects loan program indicates
that projects constructed with loan funds are
to be primarily for irrigation purposes. We
found, how=:=r, that, of the 34 loans totaling
about $83.6 million made by the Bureau of
Reclamation through June 1, 1967, five had
been made for projects which, on the basis of
information submitted by the loan applicants,
would benefit primarily domestic, indusirial,




or municipal water wsers instezd of irrigation
users. These five loans totaled $10 million. We
recommended that the Secrstary of the
Interior require that consideration be given to
the proposed project design in determining
whether the loan is primarily for irrigation
purposes and that loans be fullvy repaid when
nonirrigation usage reaches 50 pervent.

Our review showed that three loun recip-
ients were being allowsd to repay over sub-
stantially longer penods of time than war-
ranted, and we estimated that the delay in the
retumn of funds to the Guvernment would
coast about $5.2 million in interest. We recom-
mended that repayment periods be based on
the repayment capacity expected to result
from the project and that the repayment
periods be shortened when the cost oi pro-
Jects proves to be less than estimated.

We stated that. in our opinion. an under-
recovery of about $2.9 millicn in interest
would result due to inadequate procedures
for allocating project costs between interest-
bearing and non-interest-bearing costs and
that an underrecovery of about $220.000 in
interest would result due to inappropriate
criteria in allocating project construction
advances to these purposes. We recommended
that procedures be improved for allocating
costs for repay ments of interest.

In addition. we found that the Govern-
ment was incurring additional interest costs of
zbout $515.000 because rwo loan recipients
had been permitted inordinate amounts of
time in which to begin repayments We
recommended that loan repayment begin at
the time when project benefits. as ongnally
planned, are firs. realized.

Department of the Interior officials
agreed tnat the small reclamation loan pro-
gram could be improved with more positive
and formal policies and procedures.
(B-11488%, August 27, 1968)

34. INTEREST COMPUTATION
PROCEDURES FOR PRICE-SUPPORT
LOANS—-Our revicw of repayments by agri-
cultural producers on selected 1567-crop
loans made by the Commodity Credit Corpo-
ration (CCC), Department of Agriculture,
showed that the amount of interest collected
by CCC under the existing method was an
estimated $300.000 less than the amount that
would have been collected u:ider the previous
method. This difference was attnbutable
mainly te OCC’s policy of disregarding the
month of repayment for interest computa-
tions.

Under the grain pricesupport program
prior to crop year 1964, a borrower was
charged irterest at a rate of 3.5 percent a year
on the amount repaid for the actual number
of days that a loan was outstanaing. In 1964,
CCC adopted a policy whict pruvided for a
simplified method under which the borrower
was charged a rate of 30 cents per $100 re-
paid (fractions disregarded) for e¢ach calendar
month or fraction thereof that the loan was
outstanding. excluding the calendar month of
repayment. No interest was charged if the
loan was repaid in the same month as dis-
bursed or if the amount of loan repayment
was less than S100.

To determiae the effect of the simplified
method of computing interest. we selected a
random sample of 1,064 loans involving $4.4
million of repayments. For this sample, we
computed the effective interest rate for the
interest received. as well as the amount of
interest that would have been received had it
been computed on the basis of 3.5 percent a
year. Our computations showed that the over-
all effective annual interest rate charged on
these loans was 3 394 percent.

In view of the fact that the change in
policy for computing intersst resulted in a
loss of income to CCC. we recommended that
the policy be reevaluated. We suggested two
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miethods that appeared to be mere equi-
table—cither (a) cunarge interest on a daily
basis or (b) retain the existing basis but in-
clude the full month of repayment in comput-
ing interest. In a reply dated July 1. 1969, the
Department acknowledged the need fo:r im-
provements in matters of interest assessments
and collections and informed us that it ex-
pected to make changes in 1970. (Report to
the Executive Vice President. Commodity
Credit Corporation, April 25, 1969)

35. DESIGNATING EMERGENCY
AREAS FOR AGRICULTURAL CheDIT-

Pursuant to the Consolidated Farmers Home

Administration Act of 1961, as amended (7
U.S.C. 1921), emergency 2gricultural loans
may be mace by th= Farmers Home Adminis-
tration (FHA). Department of Agriculture, to
established farmers and ranchers if there is a
general need for credit in an area as a result of
a natural disaster and if the need -annot be
met by private, cooperative, or other FHA
sources.

We found that the emergency area desig-
nations for three of the 14 countier included
in our review were not warranted because
they were based on either inadequate repre-
sentations conceming the extent of crop
damage and the general need for credit or
the possible future effects of a disaster on
crop damage and credit. We found also that
the designations in three other counties
should not have been made on a county
basis since the area affected by the occur-
rence of a natural disaster was confined
to much smaller, well-defined parts of cach
county, or the actual damages were limited to
ratively minor crops of a few farmers. Be-
causs of the emergency designations in these
three counties, loans were made to individuals
who had not suffered production losses as a
result of a natural disaster.

Unwarranted emergency designations
result in the reduction of the amount of funds
available to alleviate the credit needs of others

who have been affected by 2 natural disaster
and who are unable to ob*ain funds from
private or cooperruve credit sources. Also. an
unwarranted des'gnation results in emergency
loans to farme:s and ranchers who otherwise
might be szrved by other credit sources. in-
cluding the FHA loan programs, at higher
interest rates.

We proposed that FHA revise its proce-
dures to encourage the use of emergency
loans to individuals who liave suffered demon-
strated losses from natural disasters so that
the designation of emergency areas can be
postponed until such time as the general need
for agricisitural credit caused by a natural
disaster can be accurately determined.

Subsequently. FHA strengthehed its pro- .

cedures for recommending emergency area
designations and revised its loan-making
policy so that emergency loans will be pro-
vided only to those borrowers who have
demonstrated substantial production losses as
a result of a natural disaster.

Qur review showed also that emergency
loans were being made when other FHA loan
funds. at a higher intcrest rate. were available.
Section 321(a) of the Consolidated Farmers
Home Administration Act of 1961 requires.
in part, a determination that there exists a
general need for agricultural credit which can-
not be met from other responsible, sources.
incdluding FHA programs prior to designation
of a county for emergency loan assistance. No
documentation was available to show that this
determination had been made prior to such
designation of the i4 counties included in our
review.

FHA contended that emergency area
designations could be made before other avail-
able FHA funds were exhausted and that Con-
gress never contemplated that a disaster desiz-
nation should be withheld as long as such
funds were available. We found no specific
criteria in the enabling legislation or pertinent




legislative history indicating the intent of the
Congress in this matter. We suggested that the
anm might wish to clarnify the law regard-

" ing the use of funds in other loan programs

before the useyof emergency loans is ap-
®roved. »
.
* v The Department of Agriculture ad:sed
t¢ Chairman of th® House Committee on
Government Operations in May 1969 that (a)

our_ n;pon correctly showed the Department’s *

@position on desgnating emergency areas and
making 3-percent emergency loans when

otheg programs {unds sre available and (b) be?

this had been a Jongstanding practice

® without congressional objection. the Depart-

ment did not see a need for legislation on this
matter. :
- L
We believe that. since the law or pyrt.®
nent legislative history is *ot sufRciently clear

regapding the use of funds from other pro- ’
grams before egergency loan,funds are used. |

clarificati8n of existing legislatién is ngeded.
(B-114878. March 24, 1969) P

, »36. ANTEREST COSTS ON R‘PAID
LOANS—{i1 September 1967 we reported to
the Congress on our review ofr the inftre?t
rates the Commodity Credit Corporation
(CCC), Depamtment of Agriculture. charged
pl"odum on pricesuppc.t loans and on stor-

. age facility’ and cqfjpment loans. We ex-
pressed the @pinion that CCC should provide
for recovery of its cost of financing loans.

L

We pointed out that. 2i*hough CCC paid
as high as 5-3/4 percent a yecar on its borrow-
ings from the U.S. Treasury, CCC continued
to charge interest .t the rate of 3-1/2 percent
a yecar on price-support loans and 4 percent a
year on facility and equipment loans. We
estimated that CCC could incur about $7.6
million more in intcrest costs for financing
repaid price-support loans for the 1966 crops
than it would collect from producers. We esti-
mated also that CCC could incur about
$154,000 more in interest costs for financing

-

storage facility and equipment loans during
1966 thar it would recover from producers.

We recommended that the CCC Board cf
Directors revise CCC's policy on interest rates
to provide that producers pay interest on
future price-support loans which are repaid
and on future storage facility and equipment
loans at a rate not less than the rate CCC pays
to finance the loans. In November 1967, the
Secretary of Agriculture informed us that the
inteiest rates charged producers would not be
increased a. that time.

In a letter dated January 24, 1969. to
the new Sccretary of Agriculture, we re-
opened this matter by pointing out that, sub-
sequent to the issuance of our report, the in-
terest rate paid by OCC had reached an all-
time high of 6-5/8 percent on borrowings
from financial institutions. In a letter dated
June 25, 1969, the Department advised us
that, effective May 30, 1969, the annual i1~
terest rate charged producers for storage facil-
ity and equipment loans had been increased
from 4 perdent to 6 percent. We were advised
also that the CCC Board of Dircctors had con-
cluded that the interest rate on price-support
loans should remain unchanged at that
time.

On tke basis of CCC's estimate of storage
facility and equipment loans to be made in
fiscal year 1970. we estimated that CCC
would earn an additional $400.000 n interest
for the first year that the loans are outstand-
ing. We estimated that the additional interest
over the remaining 4 years of the loans would
amount to $600.000. resulting in a total addt+
tional interest income of $1,000,000 on the
loans expected to be made in fiscal year 1970.
Additional interest revenues will also be
camed by CCC on such S-ycar loans to be
made in ensuing years. (B-114824, September
21.1967)

37. ADMINISTRATION OF THE
DISASTER LOAN PROGRAM-In a May
1969 report to the Congress, we expressed the




opirion that certain aspects of the Small Busi-
ress Administration’s (SBA's) disaster loan
program relating to the 1964 ecarthquaks in
Alaska could have been administered in a
more effective and efficient manner.

Our review showed that the Adminis-

tration waived SBA's long-established policy.

formalized and published in the Code of Fed-
cral Regulst:nns. which generally precluded
assis*ance 0 borrowers having the capabilities
to finance th= repair or replacement of their
damaged property. We concluded that. as a
result, loans were approved by SBA to bor-
rowers who could have furnished the financ-
ing needed to replace or repair their destroyed
or damaged property.

We also concluded that:

--SBA nueded 10 IMProve cCoOMmMUMICSTIoN
of changes in established rules and regu-
lations Regulations generally prohubit-
ing loans for the expansion or enlarge-
ment (upgrading) of repawed cr
replacement property had been waived
erroreously and the regulations gener-
ally prohitirg refinancior, of existing
loans had been waived withwt ade
qQuate gudelines for administering the
new polcy. We stated that. as a - esult.
loans were approved in amounit in
excess of those which shouid have b-en
approved.

—Some loans were approved even thou .
SBA did not adequately review or don
ment the ivformation necessary for
determining the eligibility of the apol-
cant, the reasonableness of the amount
requested. or the allowability of tha use
of certain funds.

~In a number of instances. the amount of

a loan had been based on the cost of
replacing destroyed property ‘n Alaska
even though the borrower planned to
relocate n another State where the cost
of replacing the property would be sub-
stantially ‘ower. Prior 1o the cosnpletion
of our review, howevr, SSA made
appropriate changes in its poly.
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We esumated that the unneccssa.ry or
questionable disbursements, assuming that the
loans will be fully disbursed. would total abou.
$16 million and that. on the basis of the dif-
ference between the interest charged to bor-
rowers and the higher interest rate paid to the
Treasury. additional costs to SBA would be
about $1.8 million.

We recommended that rules and regula-
tions published in the Code of Federal Regu-
lntions be waived or changed only through
formally documented and distributed proce-
dures and that, when waivers are made,
adequate guidelines be issued for their imple-
mentation. We recommended aiso that proce-
dures be strengthened for determining eligibil-
ity and the amount of financial assistance that
should be made to the disaster loan anplicant.

In commenting on our findings, the
Administrator stated that SBA had been
aware of the specific weaknesses noted by us
and was in general agreement with the matters
pointed out in the report. He stated further
that action had been tak :n to prevent recur-
rence of the weaknesses. The Administrator
stated. however. that establishing or changing
agency policy was within his legal authority.

Although we did not question the legal-
ity of th~ loans made, we expressed the belief
that a waiver of a longstanding loan policy.
vstablished in accordance with congressional
intent, should not have been made in the
absence of clanfying legislation. (B-163451,
May 28, 1969)

38. REPAYMENT OF LOANS-In
January 1969 we reported to the Adminis-
trator, Si.all Business Administration (SBA)
the need to obtain reasonable assurance of
applicants’ abiiity to repay loans from eamn-
ings. SBA guidelines for administering the
displaced business loan (DBL) = gram pro-
vide that, in reviewing applicati- - for DBLs.
consideration be given to the - =ant’s abil-
ity to repay the loan from ‘ngs. Our




teview of the Boston Regional Office files for
nine DBLs which were delinquent or in the
process of liquidation showed that the files
pertaining to seven of these loans did not
contain adequate information for SBA to con-
clude that the applicants had the ability to
repay the loans from eamings.

We discussed these loans with regioral
officials who stated that the SBA guidel'nes
did not require as a condibon of loan
approval. a determination that L.e applicant
had the ability to repay the loan from earn-
ings and that the law did not require that the
applicant must be able to repay the loan from
earnings.

We recognized that the law is silent with
respect to whether DBLs should be repaid
from eamings. Nevertheless, we believe that it
is incumbent upon SBA officials responsible
for loan review and approval to determine
that there is reasonable assurance that a DBL
applicant has the ability to repay a loan from
earnings and to document the basis for reaca-
ing such a conclusion and that the determina-
tion s necessary to adequately protect the
Government's investment.

We recommended, therefore, that SBA
revise its guidelines to (a) speafically require
regional officials to authorize DBLs only
when there appeared to be a reasonable assur-
ance that the applicants could repay the lcan
from earnings and (b) require regional offi-
cials to document their basis for concluding
that the applicant had the ability to repay the
loans. On January 27, 1969. SBA guidclines
were revised in accordance with our recom-
mendations, (B-162445, Jaruary 9. 1969)

LOW-RENT HOUSING PROGRAMS

39. FINANCING OF COMMUNITY
FACILITIES—-In a report submitied to the
Congress in January 1969, we expressed the
opinion that interpretation by the Housing
Assistance Administration of the Department

of Housing and Urban Development (HUD) of
its authority for allowing local housing au-
thonties (LHA<} to provide community facili-
ties as part of low-rent public housing projects
was not free from doubt and that. :n a pro-
gram involving many millions of dollars of
Federal funds. any such doubt should be
removed. The community facilities discassed
in this report are general-purpose, onsite, in-
door facilities constructed or acquired by
LHAs to accommodate programs 'mvoﬁring
recreation, health, welfare, employment, and
educational activitics. We also states. (hat the
statutory provisions for the neignBorhood
facilities grant program needed clarification
regarding contnibutions by LHAs.

We noted that HUD based its interpreta-
tion of authority for allowing LHAs to pro-
vide community facilities as part of low-rent
public housing projects on section 2(1) of the
U.S. Housing Act of 1937, which defines the
term “low-rent housing™ as embracing “all
necessary appurtenarces thereto.” We found
that the legislative history of section 2(1) of
the act shed no lizht on congressional intent
as to what were considered to be necessary
appurtenances.

HUD stated that community facilitics
are needed for the successful development
and management of public housing projects
and that reasonable cxperditures for these
facilitizs are eligible for inclusions in project
development costs. We did not say that
HUD’s interpretation of its authority was con-
trary to law, nor did we question the benefits
that could result from community facilities.
We stated our opinion that HUD's interpreta-
ton was not free from doubt and that. in a
progiam involving many millions of dollars of
Federal funds. any such doubt should be re-
moved.

We found also that HUD permitted
LHKAs to contribute funds toward the cost of
aexghborhood facilities to be developed under
the Federal grant program authorized by sec-




tion 703 of the Housing and Urban Develop-
ment Act of 1965. Federal grants for neigh-
borhpod facilities discussed herein may not
exceed two thirds of the development cost of
thifz -lities. ’ ,
HUD's procedure in approving applica-
for grants under section 703 is to allow
U& to participate in financing the develop-
ment of neighborhood facilities up to the
maximum amount HUD would authorize the
I#1As for the development of project, com-
munity facilities under the low-rent public
ing program. Under this procedure, tue
‘s contribution is deducted from the

®tal cost of the neighborhood facility; a

Federal grant is approved, if otherwife appro-
priate, for two thirds of the remaining cost:
and a %ocal source other than the con-
tributes the other one third. This procedyrp
r:sulls in local scurces, other ttun LHAs,

lesthanonethudofthetotalcost

» ..

i& 2 eise whete an EHA contribates #

funds applicable to federally zided housing
toward theg cr'st of neighborhood I

the lecral Government will eltimately be
financing not only the amount of the neigh-
torhood facilities grant under section 703 of *
the 1965 act but also the amount of the
LHA’s ccmtn‘bunon théieby providing total
Fedenal l'mancmg in ex of the maximum
Federal grant gssistance“provided under the
section 703 neighberhood facilities grant pro-
gram.

r

We‘expmd the belief that Congress
might wish to consider:

~Clarifyng the statutory authority of
HUD with regard 10 authorizing and
financing the development of project
community facilities as part o* the low-
rent public housing prograrm.

—Clarifying the provisions of saction 703
of the Housing and Urban Developme.nt
Act of 1965 sth regard to conUi

v

butions by LHAs wad te o of
deveioping neighborhood fa-ilitie~
wnder the Federal grant programr. estoh-
lshed by the a—L

(B-118718, January 17, 1'#69)

MEDICARE PROGRAM

40. ELIGIBILITY CF HOSPITALS
TO PARTICIPATE IN THE MELICARE
PROGRAM-In December 1968. we reported
to the Congress that the Social 3ecurity
Admirsiration (SSA), Departmert of Health,
Educzton, and Welfare, had been slow in
resolving the status of 42 hospitals that the
Texas State Department of Health had ini-
tially determined to be eligib?= for participa-
tion in the Health Insurancc for the Aged
(Medicare) piogram but had subsequently de-
termined not to be mecting the standards and
had tkererore 1>commended that their partici-
patioa i the psog-am be terminated. The defi-
ciencies note by the State Department of
Health included faiure of the hospita's to
provide 24-hour nursing seivice. i adeguate
equipment in operating rooms, fire hazards,
unsanitary conditions for handling food, and
inadegquate coatrol over drugs.

By Apri. : 968, the status of 16 of the 42
hospitaks had beea sesolved, but action on the
remaining 26 hLospitalk was stil pending
although the States recommendations for
t=rminatton of participation were initially
made from 8 to 19 months earlier. We con-
cluded that the Jelayvs in resolving the status
of these hospitals were partially due to the
absence of specific Ume limits within which
hospitzts should hawe been requized to elimi-
nate significant deficiencies or lose their eligr-
bility to participate in the Medicare program.

We recommended that the Secretary of
Health, Education. and Wellare direct SSA to
(a) emphasize to State agvucies the need for
establxhing such time limits and (b) initiate




prompt action to terminate participation in
the Medicare program of hospitals that inex-
cusably fail to correct their deficiencies
within the established time limits.

Officiak of SSA stated that instructions,
issued to State agencies in August 1968, were
intended to provide for time-ghased plans to
correct deficiencies but agreed that additional
emphasis was desirzble and that the guidelines
would be strengthen and amplified.

In Junc 1969, SSA issued instructions
reguiring State agencies to obtain a written
plan fur correction of any significant detr
ciencies dr.losed during each survey of o
facility. including expected completion dates.
These instructhons 2'<0 state that one of the
purposes of the plan is to support future ter-
mination proceedings if, as a last resort, such
action becom~: necessary. Also, we were
advised by oA that, as of June 24, 1969, the
status of 39 of the 42 hospitals had been
resolved. (B-164031(4), December 27, 1968)

41. DETERMINING THE REASON-
ABLENESS OF PHYSICIANS CMARGES~-
In June 1969. we reported to the Secretary of
Health, Educatior., and Welfare (HEW) that
revised fee ceilings established. effective Yune
1968, by Massuchusetts Medical Service
(Blue Shield) operating under a contract with
the Social Secunity Administration (SSA) to
make payments of Medicare claims for physi-
cians’ services in Massachusetts hoed been
developed by methods which. in our opinion,
resulted in the establishment of fee limita-
tions for certain surgical procedures which
were 6 to 10 percent higher than such imita-
tons would have been had Biue Shicld used
methods recommended by SSA. We reported
also that, for services furnished dunng 1967,
Blue Shicld had made numerous payments in
excess of the thenexisting fee limitations
without the recuired supervisory review 1o
determine whether the higher payments were
jestified; such possible overpayments which

we speafically identified amounted to about
§25,000

Biue Shield advised us that it had re-
quested SSA appi wal of a revised method for
developing reascnabie charges for physicians’
services. We believe that the revised method
should result in the development of more
approprate fee limuzations. Blue Shield agreed
to undertake recovery of overpayments in the
manner =¢ suggested and stated that it had
installed 2 quakty comtrol system which was
designsa to mumindre the incidence of unjusti-
fied payments in excess of reasonable charges.

We recommended that the Secretary of
HEYW reguire that a review be made by SSA of
the aciual data to be used by Blue Shield in
dev:loping any new rcasonable charge limita-
ticas for the purpose of determining whether
Blue Shicld’s new sysiem, when implemented.
conformas with the mtent of the applicable
SSA regulations. We recommended also that
the Secretzry of HEW require appropriate
follow up by SSA oa the adequacy of Blue
Shield’s actions to recover overpaymeats and
of the quality control measures established to
reduce the incidence of possible overpay-
ments.

SSA officiaks advised us in February
1969 (2) that Blue Shueld’s proposed method
for developing reasomable charges for physi
cians” services had not yet been approved and
that SSA was in the process of issuing new
instructions limiting future increascs in the
critera for deterruming reasonable charges
and (b) that SSA would follow up with Blue
Shicld on recovery of overpayments
(B-163031(4). June 30, 1969)

MORTGAGE ASSISTANCE AND
INSURANCE ACTIVITIES

42. LIABILITY FOR DAMAGE TO
ACQUIRED HOME PROPERTIES-In 2 re-
port to the Secretary of Housing and Urban
Development in May 1968, we expressed the




belicf that there was a need for the Depart-
ment of Housing and Urbap Development
(HUD) to consider adopting 2 pelicy on waste
damage —damage caused by vmreasonable use
and abuse of properties—which would provide
an incentive to mortgagees to protect the
collateral securing their investment in mort-
gages insured by the Federal Housing Admin-
istration (FHA) and which. at the same time,
would be economical for "THA to admin-
ister. FHA statistics showed that the amount
of waste damage charged to mortgagees under
FHA regulations had decreased to the point
where it was practically nil.

We expressed the belief that it did rot
appear to be economical for FHA to retain
the wast: damage reguiations as they were
written. We stated that. in our opinion. how-
ever, the principle waich FHA had followed
from the inception of the morigage insurance
program—that mortgagees were responsible
for wastc damage-was sound. Morcover, we
noted no indication that the Congress had in-
tended for FHA to absorb such cxpenses as
waste damage in connection with FHA-
insured loans. We stat>d also tiat it appezed
that mortgagees were assuming greater nisks in
their conventional lending than thsy were
willing 0 accept in 1938 when FHA initially
established the cumrent wasie damage regula-
tions.

We recommended that the Depaitment
(a) undertake an evaluation cf FHA waste
damage regulations and policies with a view
toward formulating regula™ as which would
be economical for FHA to administer and
which would retain the principle of mortigagee
responsibility for waste damzee and (b) for-
mulate and implement at the cpportune time
the necessary revisions to the regulations.

We recommended also that, if it was
deemed impracticable or undesirab’: ¢~ ~>ise
the waste damage regulationc * . obtain e
stated objectives, the regulations be abolished
to save the significant . r~unistrat’ ¢ and in-

spection costs incurred in admiristering the
regulations.

In July 1962, the Assistant Secretary-
Commissioner, FHA, informed us that, on the
basis of its study of the waste damage regula-
tions. FHA concluded that it would be more

econ~=:2al to abolish the regulations and*

effect significant savings of ad ministrative and
inspection costs associated with administering
the regulations. The regulations were abol-
tshed in July 1968. (B-114860 May 2, 1968)

£3. MAINTENANCE OF MULTY-
FAMILY HOUSING PROJECTS-Our re-

view showed that seven multifamily housing

projects in Alaska. with mortgages insured by,

the Federal Ho-simg AdministPation (FHA}
totaling about $12 milinn had seriously
deteniorated over a period of years because
the mortgagors had not performed necessary
maintenance work on the projects.

The files for the seven projects showed
that inadequate maintenance had been a
major factor contributing to a high vacarcy
rate for all the projects aad to eventual mort-
gage default for five of the projects. FHA
acquired the title to four of these projects and
assumed the mortgaze loan for or.e project, at
a total cost of about $7.7 million. The mait-
tenance problers on the other two projects
were encountered after FHA had aqquired the
mortgage loans on the projects.

In our report to the Secretary of Hous-
ing and Urban Development in October 1968,
we expressed the belicf that the deterioration
of the project properties in Alaska could have
been prevenied or minimized if FHA had had
efiective means of enforcing mortzagor com-
pliance with the maintenance provisions of
the mortgage insurance agreements. The
Director of FHAs instring office in .Anchor-
zpe informed us that ke had no means, other
than persuasion. to obiain comresticn of main-
tenmance deficienc._s and that efforts to per-
suade were geneczaily - successful.




We also stated in the report that the
difficulty experienced by FHA in enforcing
adequate maintenance of projects in Alaska
might exist in other arcas of the United
States. Our analysis of 61 FHA-insured multi-
family projects acquired by FHA, nadctwide,
by virtue of default and sold during fiscal year
1967 showed that Fi A officials had attnb-
uted inadequate maintenance as a contrib-
uting cause for the eventual mortgage default
of about 2§ percent of the projects sold.

The project . gulatory agreement, which
sets forth the rights and responsibilities of
FHA., the mortgagee. and the mortgagor, pro-
vides that the mortgagor satisfactorily main-
tain tae properly. The agreement provides
also for the establishment and maintenance of
a fund for the replacement of a project’s
structural components and mechanical equip-
ment. The mortgagor is required io make
monthly payments to the mortgagee, to be
held in escrow. The escrow fund can be used
for rephicement purposcs only upon approval
by FHA.

In our report. we expressed the beliel
that the regulatory agreements should require
mortgagors to establish and maintain a similar
fund for maintenance of projects throughout
the Life of the mortgages in amounts sufficient
to provide for adequate maintenance. particu-
larly in the later ycars of the mortgage. We
statsd further that when. in the judgment of
FHA, the Juality of project maintenance is
inadequate to properly maintain the project
property and the mortgagor, after due notice.
has nct taken action to improve the maints-
nance, the mortgagee or FHA should have the
right to make the needed repairs using the
funds held in escrow.

Therefore we recommended that con-
sideration be given to the inclusion, in the
regulatory agreements for future multifamily
housing projects insured by FHA. of pro-
visions that would (a) requir: mortgagors tn
place in escrow with the project mortgagees

menies which could be used for project main-
tenance and (b) give the mortgagees or FHA
the right to use swh funds, as necessary, to
prevent any impairment of project property
caused by mortgagors’ inadequate main-
tenance practices. (B-114860, October 29,
1968)

44. INCREASED APPLICATION
FEES FOR HOME MORTGAGC INSUR-
ANCE -Our revicw of fees assessed applicants
by the Federal Housing Administration
(FHA), Depcrtment of Housing and Urban
Development (HUD). for processing . ~me in-
surance applications showed that the fees
were insufficient to recover the full cost of
processingz applications. We estimated that, in
fiscal years 1966 and 1967, costs unrecovered
by fees amounted to about $33 million, or
about 37 percent of the cost of processing
applications for insurance in those years.

All costs of the FHA home mortgage
insurance programs, incluling the unrecov-
ered cost of processing applications for mort-
gage insurance, are bome by mortgzgors
through payment of fees and premiums and
investment eamings thereon. Our review
showed that about 50 percent of the applica-
tions processed by FHA did not result in
mortgage insurance and that the unrecovered
cost of processing these applications was
therefore bome by mortgagors participating
in the mortgage insurance programs.

FHA cost estimates showed that the
existing fees of 545 for an application pertain-
ing to new housing and $35 for an application
pertaining to existing housing would have to
be increased to $70 and $56, respectively, to
result in the full recovery of the processing
costs.

In our report to the Congress in July
1968, we expressed the belief that FHA
should follow the Govemment’s general
policy regarding charges for services per-
formed by Federal agencies and establish fees,
and adjust them 2nnually as necessary, to
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recover, to the extent practicable, the full
cost of processing applications for mortgage
insurance on home loans from all applicants.
The additional net income which would result
from increasing fees to recover application
processing costs would serve to increase the
reserves for future losses on FHA home mort-
gage insurance programs. Such reserves were
below the requirements which FHA deemed
necessary to cover estimated future losses in
the event of a development of adverse busi-
ness conditions.

The Assistant Secretary-Comumissioner,
HUD, FHA, in commenting o+. this matter,
stated that an increasc in appication fees
would discourage individuals from applying
for federally insured home mortgages. Appli-
cation fees, however, are a one-time expense
of home-ownership. and we believe that fee
increases of $25 and $21 would not be any
more likely to discourage those who desire to
purchase homes than would the fees that had
been established in the past.

Accordingly, we recommended that the
Secretary of HUD require FHA to establish
application fees at levels which would recover
the cost of processing applications for mort-
gage insurance. We recommended also that
FHA be required to ascertain. annually, appli-
cation processing costs and to adjust its fees,
to the extent practicable. for increases or
decreases in such costs. (B-114860, July 8.
1968)

45. SELECTION OF PURCHASERS
OF RESIDENTIAL PROPERTIES-Our
review of the sales of acquired single-family
residential properties by the Federal Housing
Administration (FHA). Department of Hous-
ing and Urban Development (HUD), showed
that FHA’s selection of purchasers by a draw-
ing, when more than one offer was received
for a property, often resulted in the selection
of purchase offers which were not the most
favorable to the Government. Generally. the
mortgage loans for these sales were insured by
FHA. Many of the loans were financed by the
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Government Naticnal Mortgage Association
(GNMA).

FHA. statistics showed that its rate of
reacquisition of previously acquired residen-
tial properties was several times 2s high as the

rate applicable to its initial acquisition of

properties.

In our report to the Congress in March”
1969, we stated that FHA could reduce the
number of its reacquisitions of residential
properties and the amount of borrowings by
the Government needed to complete FHA's
sales of these properties if it would selegt
purchasers on the basis ol the offers which are
the most advantageous to the Government.
We pointed out that the Veterans Adminis-
tration (VA) was using an evaluation proce-
dure to select the purchaser whin more than
one offer was received for a VA-acquired
property.

HUD stated that selection of a purchaser
by a drawing provided a fair and impartial
means of offering properties to all potential
home buyen. HUC also said that this proce-
dure was in line with the policy objective of
providing a greatsr opportunity for lower in-
come families to own their own homes.
embodied by the Congress in the Housing znd
Urban Development Act of 1968.

Although sclection of purchasers by a
drawing would presumably give all persons
who bid on an FHA-acquired property an
equal chance to bec selected. it does not en-
sure, but leaves to chance. the selection of
lower income family. In our report. we ex-
pressed the opinion that sclection of pur-
chasers through an evaluation of offers. with
consideration being given to lower income
families to the extent that FHA believes
appropriate, would give FHA more assurance
that it is coniributing to the goals of helping
lower income familics become home owners.

Morcover, we expressed the beliel that
the selection of purchasers on the basis of an
evaluation of the purchase offer terms re-

-
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ceived and such other sonsiderations as FHA
believes appropriate would tend to minimize
FHA rcacquisitions of properties and the
» amount of GNMA financing required to com-

plete the sales.

v

We recommended that. when more than
one offer is received for un ¥ HA-acquired resi-
@ dential property the Secretary of HUD re-
quire FHA to select the purchaser on the basis
of an evaluation of the purchase offers re-
ogived and such other considerations as may
be appropriate. (B-114860. Maxch 19, 1969)

*

46. COLLgCTlON OF MORTRAGE
& INSURANCE PREMIUMS-Our review
slowed that remittance of premiums by mort-
gagees on a monthly basis. rather than on the
@ ~eXxisting annua! basis. would ?permit t.he Fed-
eral Housing Administration (FHA)

ment of Housing and UrRan Dcv?oPment
> (HUD). to invest these funds. on the aversge.
, %bout 6 months earlier. We estimated that
: addittonal Thterest come resulting from tar-
» lier jnvestment would amount tb approxi-
L mately $650.000 anrually for new, insured
mo[tgag;s during the first full y¢@ of opera-
» ‘tnon #nd would increasg. as new mortgages
were insured in subsequen} yearsyto more

than $4 million a year. .

L . i

., "

-

The " Assistant Secretary-Commissioner,

¢+ HUD, FHA. ad\-'ﬁinus that it would not be

appropriate to ge premium payment

ptocedu?rs at the time because of mortgage

market conditions. He stated that the desir-

v *ability of a change would be considered at a
more favorable time.

In our report to the Congress i.. Septem-
ber 1968, we expressed the belicf that it
would be advisable for FHA to plan in ad-
vance for the time when a change in proce-
dures is appropriate so that the change can be
made on a timely basis. We recommended
that the Secretary of HUD initiate a study to
determine the most feasible and economical
manner tc :iraplement the administrative

changes required to colisct the premiums on a
monthly basis and revise FHA regulzations, at
such time as deemed appropriate, to require
monthly collection of premiums. (B-114860,
Sepiember 26, 1968)

47. PURCHASE OF TITLE INSUR-
ANCE-In a report to the Congress in August
1968, we expressed the belief that the Federal
Housing Administration (FHA). Departraent
of Housing and Urban Development (HUD),
could realize substantial savings if it discon~
tinued the practice of purchasing title insur-
ance and fumished private lending institutions
that finance the purchase of home properties
with guarantees that their investments would
be pmtected from title defects arising prior to
the purchases. We pointed out that similar
guarantees were being made by FHA to the
Government National Mortgage Association
when it financed the purchase of FHA home
properties.

Our review showed that FHA received
assurances of good title at the time it acquired
properfies, and. in our opinion, FHA should
be aware of any actions during the period it
held the properties which could affect their
title at the time of sale.

During our review of records relating to
the sales of FHA home properties in Flonda
and Georgia in 1966, we noted that title
examinations conducted in connection with
these sales showed only a few minor title
defects which generally had occurred prior to
FHA s acquisition of the properties and which
had been comrected virtually without cost to
FHA. Therefore it appeared to us that FHA's
risks of guarantecing the investment of lend-
ers against title defects would be minimal. We
estimated that FHA incurred costs of about
$881.000 and $687,000 in fiscal years 1965
and 1966, respectively. to provide title insur
ance on properties in Florida and Georgia sold
to purchasers who obtained private financing.

Although the number of properties sold




to purchasers who obtained private financing
declined substantially in fiscal years 1967 and
1968 because of the stringency in the mori-
gage money market, FHA anticipated that. in
general, the total volume of acquisitions and
sales of home properties experienced in the
preceding several years would continue. Also,
FHA anticipated that the increase in FHA's
i.aerest rate ceiling, together with improve-
ments in the mortgage money market. would
result in about 67 percent of the sales in fiscal
year 1969 being privatet financed. On the
basis of FHA's sales forecasts, we estimated
that FHA could save about $2.7 million,
nationwide, in 1969 and substantial amounts
thereafter by discontinuing the purchase of
title insurance in connection with sales of
home properties.

In coinmenting on our report, the Assis-
tant Secretary-Commissioner, HUD, FHA,
agreed that discontiruing the purchase of title
irsurance would be desirable and financially
advantageous for FHA. He pointed out. how-
ever, that he did not think that action should
be taken in this regard until there was im-
provement in the availability of prvate &
nancing for sales of FHA propertics.

Although purchase of FHA home prop-
erties with private financing totaled less than
10 percent of the sales in tiscal years 1967
and 1968, we estimated that FHA's cost of
providing title insurance in these years
amounted to more than $400,000 In our
opinion, the realization of such savir =: by dis-
continuing the purchase of title ::urance
should not be delayed pending improyement
in the availability of private financing for sales
of FHA home properties.

We therefore recommended that the
Secretary of HUD require FHA to take
prompt action to discontinue the practice of
purchasing title insurance and to adopt a
policy of fumishing private lenders. who
finance purchases of home propertics <old by
FHA, with guarantces that their imvc:iments

wiil be protected against title defects arising
prior to the purchase of such properties.

HUD subsequently issued rcgulations in
connection with a plan that it believed would
accomplish the intent of our recommendation;
however. compliance with the regulations by
lenders was not being required as of May
1969, because the Department continued to
believe that. in view of conditions in the
mortgage money market. such action would
have an adverse effect upon efforts to obtain
private financing. In a letter to the Secretary
of HUD in June 1969, we stated that, in view
of the worthwhile savings that could be
achieved through the use of FHA title
guarantees in lieu of title insurance., we be-
lieved that every effort should be made to
implment the plan. (B-114860. August 26,
1968)

48. CONSTRUCTION COST CERTI-
FICATIONS FOR INSURED MORT-
GAGES-On the basis of our review, we
concluded that the mortgagors® cost certifica-
tions for Rossmoor Leisure World develop-
ments did nct reasonably ensure that the
intent of the cost certification provision of
section 227 of the National Housing Act was
being carried out. We found that. under cir-
cumstances where the construction contracts
between the mortgagors and the builder were
not the result of meaningful arm’s-length
negotiations, the Federal Housing Adminis-
tration (FHA). Department of Housing and
Urban Development (HUD), did not require
that the mortgagors’ certifications be sup-
ported by certifications of construction costs
actuaily incurred by the builder. At the time
of our review, FHA had insured. or had com-
mitments to insure. mortgages totaling about
$265 million for five Leisure World develop-
ments which were planned to eventually total
more than $1 billion.

Legislative history indicated to us that
the general purpose of the cost certification
provision was to ensure that an FHA-insured




mortgage loan would not exceed a specified
percentage of actual project costs and that
this provision was made applicable to the
muitifamily cooperative housing program con-
ducted under section 213 of the act (the
section under which Rossmoor Leisure World
mortgages were insured) to ensure that the
primary benefit of the program would be
reduced costs to the consumers.

We stated our opinion that the builder’s
total involvement in the developments as the
originator, principal promoter, and owner of
the land created a situation which was not
conducive to meaningful arm’s-length negotia-
tions and that. under such circumstances, the
builder’s cortifications of actual construction
costs were needsl to ensure that any econ-
omies in construction would accrue to the
benefit of the cooperative consumers as con-
templated under section 213 of the act.

Our review showed that the amounts
paid from mortgage proceeds for construction
had been based primarily on FHA cost esti-
mates which did not take into account pos-
sible economies available to the builder due to
the large size of the developments and, in
some cases, the relatively continuous nature
of their construction. Because neither we nor
FHA had the authority to audit the builder’s
records, we were unable to asceriain the costs
actually incurred or the profit, if any. realized
by the builder.

FHA, the sponsor of the Leisure World
developments. and the builder did not agree
that builder’s certifications of actual construc-
tion costs were necessary. Therefore we sug-
gested in our report to the Congress in Feb-
ruary 1969 that the Congress might wish to
consider clarifying whether builders’ certifica-
tions of actual construction costs in support
of mortgagors’ certifications are necessary,
under the circumstances described in our
report. for providing an effective and mean-
ingful implementation of the cost certifica-
tion requirements of section 227 of the
National Housing Act.

In April 1969, the Secretary of HUD in-
formed us that action would be taken in
accordance with an earier proposal made by
us that HUD., as a condition for continuing to
insure mortgage loans for Rossmoor Leisure
World developments, require the builder to
certifly to the actual cost of construction.
(B-158910. February 19, 1969) '

-

PUBLIC ASSISTANCE PROGRAMS
-

49. PARTICIPATION IN ADMIN-
ISTRATIVE EXPENSES-Our review of the
Department of Health, Education, and Wel-
fare’s (HEW's) financial participation in cer-
tain administrative expenses for public assist-
ance programs in Lhe State >»f Missoun
revealed a need for certaip impn vemehts in
HEW’s controls over State administration of
the public assistance programs to help ensure
that the clzims made for Federal financial par-
ticipation are in accordance with the existing
Federal and State regulations and require-
ments.

We found that certain expenses appli-
cable to nonfederally aided programs had
been claimed for Federal financial participa-
tion and that Federal financial participation
at a 75-percent rate had been claimed for
certain expenses which appeared to have been
qualified for only a 50-percent rate. On the
basis of our review, we estimated that Federal
payments for such claims in the State of
Missouri may have amounted to as much as
S1.1 million in fiscal years 1964 through
1966.

Prior to September I, 1962, the Social
Security Act suthorized Federal payments to
States of Lu percent of the total amount
expended by the States in the administration
of their federally aided public assistance pro-
grams. Effective September 1, 1962, the
Public Welfare Amendments of 1962 author-
ized for such programs, among other things.
75-percent Federal financial participation in
State administrative expenditures incurred for
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providing those services designed to help indi-
vidual recipients attain self-care and self-
support or to strengthen family life (generally
Jseferred to as defined social services).

Federal refjuirements established by
l'fEW‘specify that, for the purposg of claiming
Federal funds, a State plan of public assist-
amge programs must inglude a cost allocation
plan that provides for (a) distinguishing the
costs of administering federally aided public

istance from all other administrative costs
of the agency in such a manner that no part

of the costs of administering other programs ,

is ¢hafged to the federally aided programs, (b)

locating the costs oY administering the
federally aided public assistance programs
among the various Fzderal, progrums on a
reasonable basis, and (c) determinjng. within
each federally aided public assistance pro-
gram, the amount that is subject to» 5-

percent Federal financial® participation and P

the amount that is'subjcc: to 50-percent
Federal figancif particigation®
?
Althdugh the methods and procedurc®
followed by the State .a arriving the

-amounts”climed for Federal financial partici

pati were, in some cases, in accordgnce
with the existing State plan "which ‘was
approved by HEW, our review indicated that
such claims hid resuled in the payment of
Fegleral dunds to the Stalc in greater amounts
than the costs allocab® to the federally aided
programs. *

*These matters were reported to the
Secretary, HEW, in June 1969 with our
recommendation that the Missouri State cost
allocation plan be thoroughly reviewed and
that the State be required to submit formal
revisions to the plan, as are deemed appro-
priate. With respect to past payments that
were made to the State of Missouri for admin-
istrative expenses, we recommended that the
Administrator, Social and Rehabilitation Serv-
ice, HEW, be required to review the basis of
such chims—giving recognition to the matters
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noted during our review-and to seek equi
tables adjustments for any excessive payments
made to the State. In July 1969 HEW agreed
to take actions in line with our recommenda-
tions. (B-163031(3), June 12, 1969)

50. PARTICIPATION IN COSTS OF
SERVICES TO HANDICAPPED INDIVID-
UALS- Our review of the pr--tices and pro-
cedures followed by the Arkansas Rehabilita-
tion Service in claiming Federal financial par-
ticipation in costs of providing services to
handi.apped individuals under the Federal
State vocational rchabilitation program
showed that. in its claims, the Arkansas
Rehabilitation Service had overstated, by
about $396.000, the costs shown as being
incurred by the State in support of vocational
rehabilitation programs. The overstatement
resulted primarily from errors and misunder-
standings by the Arkansas State Hospital-a
third party—in computing expenses relating to
food services.

In a February 1969 report to the
Administratgr, Social and Rehabilitation Serv-
ice, Department of Health, Education, and
Welfare, we stated our belief that the admink
stration of third-party participation in the
Federal-State vocational rehabilitation pro-
gram could be improved by requiring State
vocational rehabilitation agencies to include
in third-party agreements descriptions of the
specific procedures to be used in amiving at
the costs to be claimed for Federal financial
participation. In our opinion, the inclusion of
such specifics in agreements between Stale
vocational rchabilitation agencies and third
partiecs would also aid the Department in
reviewing the propriety of claims made by the
States for Federal financia! participation.

State officials agreed that, because voca-
tional rchabilitation expenditures had been
overstated. the State’s claim for Federal finan-
cial participation would require an adjust-
ment. They stated, however, that the Arkansas
State Hospital had provided certain other
services in support of the vocational rehabili




tation program, such as fire protection and
security services, which had not heen claimed
as costs related to the program and that any
adjustment should recognire these factors.
Although consideration of these factors in
making an equitable adjustment may be
appropriate, we believe that the State’s posi
tion further exemplifies the desirability of
having an explicit written agreement on the
matter of allowable costs.

Officials of the natiomal office of the
Rehabilitation Services Admenistration, Wash-
ington, D.C.. advised us that new instructions
to the States concerning third-party expend-
itures were being developed and that these
instructions would require the State voca-
tional rehabilitation agencies to establish pro-
cedures designed to ensure that claims for
Federal financial participatrton based upon
expenditures made by thid parties are
proper. (Report to Administrator, Sovial and
Rehabilitation Service, Department of Health.,
Education, and Welfare, Febneary 20, 1969)

51. PROCEDURES FOR REPORT-
ING INDIVIDUALS AS REHABILI-
TATED-Because success or failure of the
vocational rehabilitation program of the
Social and Rehabilitation Service, Department
of Health, Education, and Welfare, is gauged.
to a great exteni, by the number of individ-
uals reported to have been rchabilitated, we
reviewed the reporting practices being
followed by the States and the Department
and reported our findings to the Congress in
November 1968.

We reviewed the case records for 853
people selected from 12.861 cases in six
States, which involved, in addition to services
provided by the States. expenditures of $100
or less for purchased services. such as training
and hospital care. Of the 853 cases examined,
we questioned the reporting of the individuals
in S16. or 60 percent. of the cases as having
been rehabilitated. In 363 cases the case
records did not contain evidence that substan-

tial rchabilitation services were provided to
the individuals; in 98 cases, cligibility of
the individuals for rehabilitation scrvices was
not documented; and, in 55 cases, individuals
were reported as rehabilitated more than once
when only an extension of initial rehabilita-
tion services had been provided to them.

QOur review also showed certain weak-
nesses in the internal controls established by
the State rchabilitation agencies for reviewing
casework activities and reportirg on program
accomplishments. Ir addition, we found that,
although program reviews by the Department
had pointed out certain weaknesses in the
States’ administration and reporting of pro-
gram activities. these reviews did not indicate
the basic causes of the weaknesses, nor did
the reviews include an evaluation of the
actions taken. if any. by the States in
attempting to correct the underlying causes of
the weaknesses.

Department and State agency officials
indicated that, for the most part. the matters
disclosed by our review resulted from poor
case recording practices and inadeguate case-
work procedures. The Department agrecd to
improve Federal guidelines on casework
review procedures and the standzards to be
followed by the States in reporting on pro-
gram accomplishments. The Department
agreed also to review the States’ casework
activities and work with the States in estab-
lishing appropriate management controls.
(B-164031(3). November 26, 1968)

RATLROAD RETIREMENT ANNUITIES

52. IMPROVED PROCEDURES
FOR IMPLEMENTING AMENDATORY
LEGISLATION-In a November 1968 report
to the Congress. we pointed out that at least
2,500, and possibly as many as 6,300, persons
had not been paid additional or increased
annuities to which they were entitled under
amendatory legislation enscted in 1965.
These persons incuded 358 spouses of rail-




road employee annuitants who had not been
paid because the Railroad Retirement Board
notices concerning their possible entitlement
to annuities had not been understood by the
persons involved. The persons involved
included some with language difficulties,
some with limited education, and some with
mental or physical disabilities. Other persons
had not been paid their annuity increases
unless they requested them. Others had not
been paid their increases because of an inade-
quacy in the Board’s automated operations.

Under the amendatory legislation the
Board had processed increases in annuities, or
additional annuity payments, to approxi-
mately 400,000 annuitants. After we brovght
the cases noted in our review to its attention,
the Board took steps to pay zppropriate per-
sons the amnuity payments due them. The
Board al-o agreed to establish procedures for
evaluating the general effectiveness of Board
notices and to make timely reviews of the
procedures used to implement amendatory

legislation.

We estimated that, during the first year
following the effective dates of the amenda-
tory legislation, the additional annuity pay-
ments to the persons noted in our review
would total at least $157,400, and possibly as
much as $273,200. The additional payments
would continue to be paid during the
remainder of the individuals’ periods of eligi
bility, and we estimated that the total pay-
ments during such periods could amount to
between $700,000 and S$1.2 million.
{B-114817, November 29, 1968)

SLUM CLEARANCE AND
URBAN RENEWAL ACTIVITIES

S§3. ALTERNATIVE METHODS OF
PERFORMiNG DEMOLITION ACTIVI-
TIES-Our review of the demolition activities
of various cities, to which the Department of
Housing and Urban Development (HUD)

)

provided grants amounting to two thirds of
the costs of demolition, indicated that the
practices followed by some cities of using
their own employees instead of contractors
for the demolition of unsafe buildings and of
awarding demolition contracts for individual
structures instead of groups of structures may
not have resulted in the lowest possible costs.

The Assistant Secr=tary for Renewal and
Housing Assistance agreed that more specific
guidance in HHUD's rrocedures regarding the
methods of offering contracts was needed.
Subsequently, HUD issued instructions whick
provide that demolition contracts be awarded
for groups of structures contemplated for
demolition within reasonable periods and
located in the same neighbo:hoodé.

Regarding the cities” use of their own
employees for demolition instead of contrac-
tors, the Assistant Secretary stated that HUD
believed that the use of city employees to
demolish structures should be permitted
where it was local practice. was more expedi-
tious., and served other desirable purposes,
such as the development of employment
opportunities for the jobless and unemployed.

In our report to the Congress in Novem-
ber 1968 we expressed our agreement that the
use of city employees in demeolishing struc-
tures might be justified under certain situa-
tioas anl. in line with this view, we recom-
mended that the Secretary of HUD revise
departmental regulations to require cities to
use the most economical methods of demol-
sshing structures under the Federal demolition
grant program unless other methods are justi-
fied. (B-118754, November 12, 1968)

64. MANAGEMENT OF REHABILI-
TATION FROGRAM-—In an April 1969
report to the Congress. we pointed out that
improved management and increased empha-
sis by the Department of Housing and Urban
Development (HUD) was essential if HUD was
to meet its planned goal of rehat litating




about 130,000 dwelling units during the fiscal

years 1969 through 1971, or an average of
o :bout 43.000 units annually.

L - "

Our revigw showed that the completed

s @ rchabilitations for the 4.5-year pbriod ended

December 31, 1967, averaged 13,000 units a

~ year. or about 30.000 units less than the aver-

®apc annual goal forfiscal years 1969-71. We

also found that a large percentage of the

rehabilitation accomplishments reported were

@ qucltionable as they did not meet, applicable

standards. An inspection of 150 selected

- 3 prgperties in three projects show-d that 18

. percent of the propegies did not meoct estab-

K lished property rehabilitation staudards for

the 3reas and that 69 percent did not meet

local housing code standards even though the

) paperties were reported as h:mng been
rehabilitated by the local pubhc agencs

(LPAs). *} -
> v L]
: We foung that HUD ;dm:mstmnvc re;
. views af the local level were #ot adequately
> disclosing (a) the actual progress of rehalli-
’ tation work. (b) the weaknesses in LPA proce-

— durgs and spractices for determinin en a
> preperty was rehabilitated. tand (c) the failure
of LPAs to carry out a required progrnm for

follo—-up code inspections.

We ucommemfcd’that the Secretary of
MUD Gndertake a re ment of the rehabili-
* _tation proggam base on in-depth reviews at
the project level to identify and resolve
weaknesses, problems. or difficulties such as
those noted in our review and any others
impede project completion. We recom-
ed also that the Secretary require HUD
represcntatives to strengthen their adminis-
tration of rchabilitation projects at the local
fevel.

The Assistant Secretary for Renewal and
Housing Assistance advised us that HUD had
increased its emphasis on rehabiliration and
that instructions would be brued strength-
ening HUDs administration of the program.

He advised us further that, within the limits
of available personnel. HUD's regional offices
would conduct surveys of rehabilitation proj-
ects. Subsequent to the issuance of our re-
port. HUD issued instructions aimed at
streagthening its administration of the pro-
gram. (B-118754, Apra 25, 1969)

§5. FEDERAL SHARING IN
RECOVERED DEMOLITION COSTS-In
November 1968, we reported to the Congress
that the Department of Housing and Urban
Development (HUD) had made grants to cities
to cover two thirds of the costs of demol-
ishing unsafe or uninhabitable structures even
though the cities subsequently collected some
portion of the cost from the owners of the
properties. On the basis of ithe recovery ex-
perience of the cities included in our review,
which received 41 percent of the demolition
grants made by HUD. we expressed the opin-
ion that such grants could have been reduced
by about $400.000 if the grants had been
limited to two tkirds of the net demolition
Ccosts. ’

The Assistant Secretary for Renewal and
Housing Assistance agreed that there was a
need for corrective action and established a
policy which provides that the Federal Gov-
emment be reimbursed for up to two thirds
of the net amount recovered by cities prior to
project completion. Since it appeared that
many recoverics of demolition costs were
made by cities after projects were considered
completed. we recommended that the Secre-
tary extend the penod of Federal participa-
tion in recoveries of costs so as to include
recoveries made zfter . the completion of
demolition activities. (B-118754, November
12, 1968)

56. ADMINISTRAT.T - =F CL2E
ENFORCEMENT PRUGRAM - AT the 1o o0
ol members af the Congress 20 ™nos, » *
made a limited exarxinatior =t tne <i~tus
objectives. and expected accomplishimen s e
a code enforcement project in Chica~o and




into the Department of Housing and Urban
Development (HUD) responsibilities and
administrative practices relctive to the proj-
ect. Our report on this examination. issued in
January 1969, showed that overall progress of
the project had been slower than anticipated,
that a small number of Federal loans and grants
had been made to the project to assist in get-
ting buildings into compliance with codss.
and that HUD had not established nor exer-
cised adequate controls over periodic pay-
ments by HUD against the Federal grant in
the project.

In view of our findings, we recommended
that the Secretarv of HUD (a) have a current
comprchensive review made of the Chica o
project to identify the problems impeding
project progress, (b) establish requirements to
provide for more systematic site visits by iIUD
for the purpose of reviewing progress. and (c)
strengthen zontrols over HUD progress pay-
ments under the program.

HUD advised us that the application for
this project was adequate for approval pur-
poses but that, since the time of approval. it
had become apparent that Chicago would not
be able to complete the project vithin the
required 3-year period.

HUD advised us further that it was tak-
ing action to strengthen controls over progress
payments by revising its requisitioning proce-
dure and that certain other actions were being
taken (o improve the financial management
aspects of the code enforcement program.
(B-164469, January 10, 1969)

TAXES

57. PROCESSING CLAIMS FOR
REFUNDS OF FEDERAL INCOME
TAXES-Increased interest costs were incur-
red by the Internal Revenue Service (IRS),
Department of the Treasury, as a result of
avoidable delays in processing claims for re-

funds of Federal inccme taxes. These in-
creased interest costs were incurred because
substantial periods of time had :lapsed be-
tween the dates wiin the claims for refund
were filed and the daics the refunds were
paid. Because we were demed access to the
necessary records, we were unacle to deter-
mine the specific causes for delays and the
reasonableness of the time taken by IRS to
process claims.

In our report to the Secretary of the
Treasury on the results of our review of rec-
ords made available tu us, our test of selected
income tax refunds. and the result of internal
audit reviews., we recommended that IRS (a)
prescribe appropriate time standards for proc-
essing claims for income tax refunds and (b)
establish an effective reporting system to per-
mit an evaluation of the claims-processing per-
formance in relation to the standards.

In commenting on our report at appro-
priation hearings held in May 1969. IRS in-
formed the House Appropriations Committee
that a new system for controlling returns
would provide for a monthly inventory of
claims on hand by class of return and for the
establishment of the age of claims in the in-
ventory. (B-137762, September 27, 1968)

SB. INTEREST PAYMENTS ON
CERTAIN FEDERAL INCOME TAX RE-
FUNDS-Our revicw of the payment of in-
terest by the Internal Revenue Service, De-
partment of the Treasury, on income tax re-
funds attributable to corrected or amended
income tax retumns showed that interest costs
to the Government could be reduced. Also,
better treatment was accorded taxpayers fil-
ing claims for income tax refunds subsequent
to filing the initial tax returns than taxpayers
claiming refunds on their in‘tial tax retums.

Excessive interest costs are incurred be-
cause interest accrues on refunds claimed by
cofrection or amendment to income tax re-
tums for the period from the prescribed due




date for filing the return until the refund is
certified for payment. Taxpayers may correct
or amend their returns for periods up to 3
years and receive interest for the entire pen-
od. For refunds claimed on initial returns,
however, tae Internal Revenue Code provides
an interest-free period of 45 days following
the prescnoed due date or the date of receipt
of the retum. if later. for the Internal Reve-
nue Service to process the claims.

In commenting on our findings. the As-
sistant Secretary of the Treasury for Tax
Policy advised against a change 1. legslation
on the basis of his belief that the Congress had
recognized that interest should be paid under
such circumstances inasmuch as the Govern-
ment had the use of the taxpavers’ money. He
contended also that legislation might be pro-
posed which would make it unnecessary for
taxpayers to pay interest on tax Jeficiencies
until the expiration of a reasonable period
after the notice of deficiency was mailed to
them.

We believe that a change in the code
would result in reducing interest costs to the
Government and in placing taxpavers on a
similar interest-allowance basis. Consequently,
in our September 1968 report. we suggested
that the Congress might wish to consider
amending section 6611 of the Intermal Reve-
nue Code to provide that interest on refunds
resulting from taxpavers’ furnishing informe-
tion to correct or amend their income tax re-
funds accrue from the dates the claims are
filed and that the Intemnal Revenue Service be
authorized to establish a reasonable period
after such claims are filed within which inter-
est-free refunds may be made.

Also. in commenting on our findings the
Assistant Secretary for Tax Policy said that,
although the suggestions proposed by us were
limited to situations involving income tax re-
funds, there did not appear to be any reason
to treat refunds of income taxes differently
from refunds of exise, employment. or estate
taxes.

Accordingly, we suggested that the Con-
gress might wish to also consider amending
the statutory provisions applicable to such re-
funds. (B-137762, September 19, 1968)

TIMBER APPRAISALS AND SALES
v

59. RECOGNITION OF TIMBER
PRODUCT VALUES-We reported to the
Secretary of Agriculture in February 1967
that the Forest Serviv= could improve its con-
trols over the valuation of naticnal forest
timber by clavifying its policy guidelines on
the recogmdon of end-product and by-
product values and by establishing procedures
to ernsure more complm and systematic
accumulation of information needed to prop-
erly implement the guidelines We concluded
that such improvements would provide more
certainty that the Forest Service would re-
ceive a fair return from its sales of national
forest timber and. at the same time, v ould
provide cquitable treatment to its timber
purchasers.

We found that Forest Service policy in
respect of timber appramsals required that
value of products being produced from the
timber in accordance with “local marketing
conditions™ and “industry practices of the
wicinity” be recognized. The policy guidelines
did not specify what was mean? by “local™ or
“wvicinity” nor specify the industry volume
and/or the value of end products and by-
products that would require appramsal recogni-
tion. As a result, officials in the three regions
where we made our examination had different
interpretations of the guidelines in regard to
the recognition of plywood/veneer values.
which. we believe, could result in considerable
variances in appraised values.

In addition, the three regons had no
systematic method for accumulating and
documenting information on local purchasers’
utilization of national forest timber. We con-
cluded that such information was pertinent if
Forest Service regional officials were to objec-




tively implement the Forest Service appraisal
policy on the recognition of appropriate end-
» preduct and by-product values.

We recomménded that the Forest Service
'a) clarify its end-product ang by-product
appraisal recognition guidelines and (b) cstab-
ligh requirements for aecumulating and docu-
menting timber utilization data needed to
properly implement such guidelines.
o
® Emm April 1969 letter. the Undér Secre-
tary of the Department of Agriculture stated
that the Forest Service had clarified its in-
@structions for the reccgnition of by-product
values afong the Lines of our recommend 1tion.
and that a new method was being employed
in one area and studied in anoth®r area to
achieve representativeness in determining c?‘d
product selling values in tignber amraisals’. e
added that the Forest Service would instruct
those%regions, using the method discussed in
our report.sto Befully éxamine eheir moni-

L
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toring systgm to be sure that they are aich tog

the continuing need for recognition of new
end products. The recognition of end-priffuct
yvalues, "as’ discussed in our rgport. will be
implemented in one region but must await ghe

completion of recovery studies in ano*her.*

(B-125053, February 18, 1969)
L]

.

* go. DEVELOPRENT OF UNIFORM
POLICIES AN® PROCECURES FOR THE
SALE OF MA'RGINAL FEDERAL
TIMBER-In a September 1968 report to the
Director, Bureau of the Budget. we expressed
the beligf that the Forest Service. Department
of Agriculture, and the Bureau of Land Man-
agement (3LM). Department of the Interior.
should develop uniform and precise policies
and procedures for appraising and selling mar-
ginal timber. Such policies and procedures
would rcsult in 2 more uniform treatment to
purchasers of Federal timber and, at the same
time, provide the Federal Government and
others with a fair return for the sale of the
public timber resources.

L
L]
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We found that in the western sections of
Oregon and Washingion BIM and the Forest
Szrvice did not have adequate or uniform pro-
cedures for appraising or selling marginal
timber "vhich was being harvested for the pro-
duction of low-grade plywoud or pulpwood.
We found that timber nurchaser; who har-
vested material amounts of margina, timber
would generally be charged for such timber if
they purchased it from the Forest Service but
would not be charged if they purchased it
from BLM. Moreover, purchasers of the Forest
Service timber were not ensured of uniform
treatment by the 10 national fores*s in the area.

We recommended that the Director.
Bureau of the Budget, request BLM and the
Forest Service to jointly develop uniform
policies and procedures for appraising and
seiling marginal Federal timber.

In March 1969 the Deputy Director,
Bureau of the Budget, advised us that the
Department of Agriculture and the Depart-
ment of the Interior were jointly completing
the preparation of uniform policies and proce-
dures for apprcising marginal logs included in
regular timber sales. (B-125053, September
30, 1968)

61. APPRAISING PULP TIMBER IN
ALASKA~The Forest Scrvice. Department of
Agriculture. manages over 90 percent of the
180 billion board feet of commercial timber
in the State of Alaska. the major portion of
which is suitable for pulp. Thus. for the
majority of pulp timber offered for sale in
Alaska, Forest Service appraisals establish the
minimum acceptable selling price.

Forest Service appraisal guidelines re-
quire that prices from the local pulp-log
market be used as the starting point for ap-
praising the national forest pulp timber. The
guidelines provide also that the prices be ob-
tained from a reasonably free competitive log
markst. We found. however, that a reasonably

~ free competitive market, composed of an ade-




quate volume of pulp-og sales between inde-
pendent buyers and sellers, did not actually
exist in Alaska.

We found also tha* -.umarily because of
the Secretary of Agriculture’s regulation re-
quiring that national forest ¢'mber receive
primary manufacture in the State and because
of the Forest Service's policies with respect to
the definition of primary manufacture. the
pulp-log market in Alaska was limited to sales
to the two existing pulpmiils. A third pulpmill
is planned. The competition in this market
was further limited because of the topography
in the State, the guaranteed timber supply of
the pulpmills. and the indebtedness of certain
independent loggers to the pulpmills. We
stated our belief that the present log market
in Alaska was not sufficiently competitive to
constitute a proper source for obtaining the
pulp-log piices used in appraising Federal
timber.

In a report to the Secretary of Agricul-
ture in July 1968 we recommended that the
Secretary (a) reevaluate the regulation requir-
ing primary manufacture of national forest
timber in Alaska and cither modify the regula-
tion or specify the condition justifying its
retention and (b) request the Forest Service
to thoroughly review all possible altemative
methods for appraising pulp timber in Alaska.

In October 1968, the Secretary advised
us that, in accordance with our recommenda-
tion, the Department was asking the Forest
Service to reviev altemative procedures for
appraising timber in Alaska. Our first recom-
mendation was considered no longer applica-
ble because of a new law, passed subsequent
to the issuance of our report. limiting the
export of unprocessed logs from Federal lands
located west of the 100th meridian. which
includes Alaska. (B-125053, July 26. 1968)

TRAINING ACTIVITIES
62 APPROVAL AND ADMINIS.

TRATION OF INSTITUTIONAL TRAINING
PROJECTS-In July 1968 we reported to the

Assistant Secretary for Manpower, Depart-
ment of Labor, on our review of the proce-
durcs and practices followed by the Bureau of
Employment Security, Department of Labor.
and by the Office of Education. Department
of Health, Education, and Welfare. in approv-
ing and administering an institutional training
project to train 45 men as skipjack tuna fish-
ermen in Haowaii under the Manpower Devel-
opment and Truining Act of 1962, as
amended (MOTA).

On the basis of our review. it appeared
to us that the tmining project was not ade-
quately planned or developed in consonance
with existing needs for such training in Hawaii
and that costs incurred were disproportionate
to the results achieved. This seemed evilant
from the fact that direct Federal costs of
$187,589 resulted in the training of only nine
fishcrmen. It appeared to us aiso that the
project was of questionable benefit at the out-
set, in the light of cvidence available at the
time of approval that skipjack tuna fishing is a
seasonal occupation in Hawaii and thus train-
ees would not be provided with the {ull-time
employment that is required by MDTA.

We recommended that the Manpower
Adminis. “on reexamine the review and
approval procedures applicable to MDTA
training projects to determine what further
evaluation and control procedures may be
necessaiy to ensure that MDTA training
courses are designed to provide for training in
occupations leading to full-time and perma-
nent employment.

In October 1968 the Assistant Secretary
for Administration advised us that. in this
instance, approval of the project had been
given on the basis of definite assurances from
prospective employers that trainees would be
employed fuli-time fo”owing training; how-
ever, the full-time employment promiscd was
not provided. The Assistant Secretury stated
that this project was one of the early MDTA
institutional training projects approved and
that the guidelines and instructions in the




MDTA Emdbook might not have been clear
and expiicit r=ganding approval of training for
seasonal-type sccupations. He stated that the
Departnuest beliswed that the revised MDTA
handbock would be respoasive 10 our sug-
gestions: with szgard to scasonality and ade-
quate evzlmtior 2n control procedures for
planning and dieweloping projects. (Report to
the Assistamt Secrciary for Manpower, De-
partment of Labor. July 29. 1968)

UNEMPLOYMENT INSURANCE

63. APPEALS CF BENEFIT
DETERMINATIONS-In Apri 1969 we
reported to the Assstant Secrctary for Man-
power Degartment of Labor. that there was 2
need for mmpronement in the adjudication of
clzimant 2nd exmployer appeals in connection
with kr=zfit pnments to unemployed per-
sons umfer the mmemploymernt insurznce pro-
gram. The mwics was made at the regional
manpowser offace in Boston. Massachusetts,
and at e Stats employment security agen-
cies in Mane Massachusetrs. and Rhode
E ind

We found that the States™ appeals offi-
cers wenr oot incduding in thear written deci-
sions tine specfic reason or reasons for their
reversal of the benefit determunations made
by local officzuls We found also that benefit
determurations made at the local offices had
been rewermsed wpon appeal because the Jocal
offices fad not made complete or effective
fact-findieg mwestigztions at the time that the
deermunat-ons were made and that appealed
cases im the Sime of Maine were not being
timely mevicwed 2nd adjudicatad. It appe:s.d
to us titat the Schys wene contrary to the
objective of the ancmployment msurance pro-
gram of &»img prompt and proper payments
made to» clammasts determined to be cligible
and thar there was 2 need for more intensive
monitomsg of he State agencies” appeals and
adjudicamon actwities by the regional mar.:
power office o mmprove the eff=<tiveness of
the uncagioyment msurance progr.'m.

During the review, we discussed our find-
ings with the regional administrator in
Boston. who agreed. in general. with our
views on the need for improvements m the
matters discussed above ard advised us that
appropriate corrective action would be taken. =
(Report to the Assistani Secretary for Man-
power. Department of Labor. April 25. 1969

VETERANS BENEFITS -

64. USE OF EDUCATIONAL AND
VOCATIOMAL COUNSELING SERVIOES
PROVILED BY SCHOOLS-In November
1968, we reported to the Congress that the
Veterans Administration (VA) had been reler-
ring war orpinans to contract gyidance ceriels
to receive vocational and educational counsel-
ing wirthout first determining each indnidual’s
counscling ;-ceds. We found that. of the esti-
mated $941.000 in fees which VA pad guid-
ance centers to counsei war orchans duning
fiscal year 1657, about $376.000 was for
counseling beneficiaries who were attending
secondary schools that had approved counsel-
ing programs unc.i the National Defease
Education Act and about $312.000 w=s for
counscling beneficianes who were in colleges
or technical schools thai provided counscling
services to students.

We proposed that VA ohbtuin and cen-
sider all pertinent information reliting to the
beneficianey’ educational andé counscling
background for the purpose of determuning
whether referral to guidance centers for adds-
tional counseling is recessary. We properad
also that VA encourage those bencficianies
attendiag schools which have counseling avail-
able to unlize the counscling services avail .cle
‘o them mn their schouls.

The Deputy Administrator of Veferans
Affairs stated that VA was in gen..ral agree-
ment with ocur repoit and had adopied new
mandatory procedures to ensurc that bene-
ficiaries needing | ss than comprehensive
counscling would not be referred to guidance




centers but would be counseled by VA coun-
selors on the basis of greatly abbreviated in-
terviews. Althcugh the Deputy Adininistrator
stated that VA would 2ncourage potential ap-
plicants attending high school to utilice the
counseling services avalable to them in their
schools, he indicated that he believed that
many colleges and technical schools did not
provide their students witl. comprehensive
counseling services. We found however, thal a
substantial numbe- of colleges maintained
professionally staffed guidance departments.
We recommended therefore, that VA encour-
age eligible persons who have been accepted
for admission to, or who are enrolled in. these
schools. to utilize. where appropriate. the
counseling services available at the schools.

In March 1969 the Administrator of
Veterans Affairs advised the Chairman, Com-
mittee on Govemment Operations. House of
Representatives, that. in response to our rec-
ommendations, VA had improved its proce-
dures for directing beneficiaries to available
counseling services outside th~ VA to ensure
that full advantage i taken of all counv:ling
services available & ° that no unnecessary
duplication of effcrt occurs. He stated also
that a substantial improvement in utilization
of overall resources had resulted and would
continue to accrue. (B-118 0, November 15,
1968)

65. GOVERNMENT'S CONTRIBU-
TION TO THE COST OF SERVICEMEN'S
GROUP®P LIFE IN: JRANCE-Public Law
89-21 ¢, authorizing the Servicemen's Group
Life Insurance program, provides that mcm-
bers covered by the program bear the cost of
normal mortality claims and that the Govemn-
ment bear the cost of mortalities traceable to
the extra hazards of war, In addition, the law
prescribes a formula for the computation of
the Government's costs.

On the basis of our review of the legisla-
tive history of the authonzing legislation, we
believe that the Congress intended that the

Government bear all mortality costs traceakle
to the extra hazards of war. We found,
however, th~t applicat.on of the formula con-
tained in the law to compute the Govern-
ment’s costs resulted in servicemen’s contri-
buting about $15 =illion during fiscal year
1968 for the costs of death claims traceable
to the Vietnam cor.tict.

Accordingly, { . 2 report to the Congress
in May 1969, we su:; sted that, in order to
implement the inten: of ihe legslation—that
the Government bear .l mo-tality costs trace-
able to war—the C2 v = might wish to con-
sider amendatory lcgiiation changing the
formula condained in the la\..

The Veteruns Admim:-tiation advised us
that it agreed, in pene.sl. with the data
presented in the report ..ad that changing the
formula would require a change in the law.
On June 16, 1969, House bill 12157 was in-
troduced. The purpose of the bill is to ensure
that the United States bear all of the cost of
servicemen's group life insurance traceable to
the extra hazards of war. (B-1 14859, May 29,
1969)

WAGE RATE DETERMINATIONS

66. ESTABLISHING THE MINI-
MU WAGE RATES FOR FEDERALLY
FINANCED HOUSING CONSTRUCTION-In
a report submitted to the Congress in Septem-
ber 1968, we pointe " out that the minimum
wage rates prescribea by the Department of
Labor, under the DavisBacon Act. for con-
struction of four federally financed housing
projects in the Washington, D.C., metropoli
tan area were significantly higher than the
wage rates paid in the area on comparable pri-
vate residen*ial construction. We pointed out
that the Department had. for the ..ost part,
prescribed the negotiate wage rates applicable
to comm rcial-type building construction in
the Washington metropolitan arca as the mini-
mum wage rates payable on federally financed
military family housing and low-rent public
housing construction in the area. We con-
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cluded that the hizcher minimum wage rates
prescribed by the Department for construc-
tion of four federally financed housing pro-
jects during the fiscal years 1965, 1966, and
1967, had resulted or would result in extra
construction custs estimated at S!.4 million.

We recommended that the Department
(a) prescribe the prevailing wage raves for resi-
dential housing construction in the Washing-
ton metropolitan area as the munimum rates
applicable for simitar military family housing
and for low-rent public housing projects in
the area, (b) make greater use of onsite sur-
veys to supplement and verify data obtained
from interested parties. (c) undertake a gen-
eral reexamination of its policies and practices
for making wage determinations for military
and other ‘ederally financed and subsidized
housing throughout ths country. and (d)
show in its area wage determinations the resi-
dential coastruction wage rates found to be
prevailic z in the area of the housing construc-
tion.

During our review the vepartment of
Labor changed its policy in regard to two
other military family housing projects in the
area and prescribed the wage rates generally
prevailing for private residential construction
in the area as the minimum wage rates for the
construction contructs for these housing pro-
jects. The Secretary of Labor informed us
that the Department would continue to pre-
scrite separate and different wage rates. as
distinguished from the rates for industrial and
commercial construction, for military housing
construction, wherever the separate and dif-
ferent rates prevail on housing work in the
area.

The Secretary stated that, although the
Department currently !acked adequate facil-
ities for collecting wage information in vari-
ous parts of the country. four additional field
representatives had been requested. Since the
Secretary’s comments regarding its new policy
appeared to be dirscted principally to the
miniraum wage rates for military family hous-
ing, we expressed the belief that the policy
shou!d be extended to other federally con-
structed and assisted housing, especially to

e e
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low-rent public housing in the Washingion
metropolitan area and in other areas of the
count:y. (B-164427, September 13, 1968)

WATER RESOURCES DEVEL ORi!E.\T
PROGRAM

67. IMPROVED PHOCEDURES'
FOR NEGOTIATING CONTRACTS WITH
WATER USERS- in our October 1968 re- »
port to the Congress. we noted that water had
been delivered to users north of the city of o
Sacramento, California. through releases frog .
Shasta Dam and Reservoir after its com-
pletion in 1944 but that it was not until 1964
that the Federal Government was able to
reach agreement wich the users as to ther

v

1
amount of “Federal water™ mad¢ available by & 2
the project for which the users were required v :
10 pay 52 an acre-foot. Calculations made by " |

the Bureau of Reclaumation showed that, dur-
ing the 2C-year period of nepotiations
(1944-63) the water users had used, without
charge, about 6 million acre-feet of project
water, valued at S12 million.

We reported that at December 1967 the

Burcau had concluded, or had pending, 141 -
contracts with water users covering about |
2.300.000 acre-feet of water. These contracls 1
will, in our opinion, permit the water users to

use, without charge. 950.000 more acre-feet %
of water annually, with 2 contract vylue of $2 *
an acre-foot, than was available for use in ;
an average year prior to the operation of

Shasta Dir and Reservorr.

the Interior. in future negotiations of this
nature, estatiish. prior to construction of a
project, definite limits 2s to the guantity of
water that would be available without the
project and the maximum period of time to
negotiate acceptable agreement with the
users. We recommended also that. if accept-
able agreements caar ! be reached within ,‘
these limits, the Congress be advised of the |

|
We recommended that the Secretary of *
:
]
|
!
!
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matter. including the possibility that litigation
might be required after the project is ron-
structed to arrive at a reasonable settlement.
In this way the Congress can reconsider the
authorizatiom of the project.

In December 1968, *the Department

“_v advised the Bureau of the Budget that it

agreed with the substance of our recommen-
dations. The Department stated. howsver.
that the procedures used in preparing feast
bility reports prior to authorizatian. prepanng
definite plan reports to firm up developmgnts
after authorization, and processing of annual
appropriations threugh the executive and
legjslative branches were all aimed at avoiding
such situations as arose,with the Sacramento
River diverters in the C entral,\’allcy Projeci.
vB-125045. October 18, 1968)

»
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68. ELIGIBILITY OF SNIDOWS
FOR ¥EDERAL BENEFITS-Our confban-
son of information cotained frongy marrtage
reeords ih seven States. for hmitel periods.
¥ith data obtained from "the records of fne
Federal zgencies—the Departfment oIthallh.
Education, and Welfare: the Veterans Admin-
istration: the U. S, Civil Service C ommission;
the  Railroad Retirement Board: and the
r-showed that benefit
paymentsghad been made to 47 widws who
were ineligibl® for such benefits because they

had remarried.

L

e Subsequent to our reporting of these
cases, the agencies terminated benefit pay-
ments in 135 cases and. in the 12 remaining
cases which had been previously terminated,
took action to correct improper terminztion

dates. In addition, action was taken in an
effort to collect. the overpayments which

amounted to about $82.000. If these benefit

payvments had >een continued, they could
have amounted to about $1.2 million.

In a report to the Congress in August
1968, we stated that we believed that the five
Federal agencies could strengthen their proce-
dures for identifying widow beneficiaries who
become ineligible for benefits because of their
remarriage by obtaining information from
State marriage records for comparison with
dara in the agencies’ files.

We recommended that the Director,
Bureau of the Budget. arrange with the five
agencies to make feasibility studies to deter-
mine whether the benefits to be derived from
using State marriage record data for iden-
tifying widow beneficiaries’ unreported or
incorrectly reported remarriages would
exceed the costs of such a program and to
evaluate the resulis of the studies and, if war-
ranted, (2) make arrangements for obtaining
from the various States data on widows who
have remamed and (b) assign to one of the
agencies ®the responsibility for receiving State
marriage revord data and for converting such
data to a form usable by each of the agencies
for wdentifving ineligible beneficiaries and
incorrect benefit payments.

The Director. Bureau of the Budget,
advised us that the Social Security Admin-
istration. Department of Health, Education,
and Wellare, had under way a study involving
the matching of its beneficiary rolls with mar-
riage records of 15 States and that the Bureau
of the Eudget would arrange for interagency
participation in this study. The Director states
also that. if, after evaluating this study, it
appeared that a more extensive study was
desirabie, the Bureau of the Budget would
take the lead in making the arrangements. By
Septemeber 1969, the study being made by
Social Secunity Administration had not been
completed. (B-164031(4), August 22, 1968)
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INTERNATIONAL ACTIVITIES

FOREIGN ASSISTANCE PROGRAMS

69. ADMINISTRATION AND MAN-
AGEMENT OF FOREIGN ASSISTANCE TO
COLOMBIA-AL the request of the Chairman
of the Senate Foreign Relations Committee.
we reviewed the administration and manage-
ment by the Agency for International Devel-
opment (AID) of its economic assistance pro-
gram for nonproject purposes in Colombia.
Nonproject assistance financed imports in
support of Colombia’s development program
without tying the imports to specific projects.
Project assistance has been directed to individ-
ual capital projects or technical assistance.

Economic assistance to Colombia from
all sources from 1946 through December
1967 totaled $1.6 billion. Of this amount.
$430 million was provided by AID. 91 per-
cent of which was made available during the
Alliance for Progress. which was formulated
in late 1961. AID’s program in Colombia is its
third largest in Latin America.

Our report. issued in July 1968, showed
that Colombia’s aggregate economic and
social progress during the first § years of the
Alliance for Progress (1962-66) was less than
AID and Alliance goals. During the Alliance,
AID has not made systematic or substantive
evaluations of Colombia’s progress and per-
formance in muny areas. There has been a
serious lack of basic data in Colombia, and no
substantial progress has been made during the
Alliance toward developing a system for
timely gathering and assessing of basic data.
In Colombia. AID:

-Did not develop a system for accumu-

lating prior experience for application
in developing its future strategy.

-Was not explicit or definite, in many
instances, in its goals and targets

—Did not tailor its level of assistance to
specific levels of country performance.

AlID made no independent overall review of
the adequacy and effectiveness of AID strat-
egy for achieving U.S. and Alliance develop-
mental objectives in Colombia.

Accordingly, we proposed that the
Administrator, AID, take the actions neces-
sary to:

—Ensure that substantive evaluations are
made on a systematic basis of Colom-
bia's performance and progress in each
key area affecting its economic and
social aevelopment.

—Develop alternative annual levels of
assistance for Colombia tailored 1o spe-
cific levels of Colombian performance.

—Develop a3 method of incremental fund-
ing whereby the release of AID assis
tance is conditioned on, and proportion-
ate 1o, specific improvements :n Colom-
bian performance.

—Require that the owverall effectiveness
of AID assistarce strategy in Colombia
be reviewed at appropriate intervals
by knowledgeable internal or external
officials who have no responsibility
for management of the program,

AID did not agree with our proposals
that substantive evaluations be made in cach
key arca and that AID develop altemative
annual levels of assistance for Colombia tai-
lored to specific levels of Colombian perform-
ance. AID took the position that substantive
evaluations had been carried out. We do not
agree that they have been carried out. and we
have pointed out a great number of areas
where they had not been.




Furthermore. we believe that AID has
not developed an annual level of assistance for
Colombia tailored to specific levels of Colom-
bian performance. as previously discussed.
The failure to do so. in our opinion. is con-
trary not only to AlD’s stated policy and
public pronouncements but also to prudent
management and thus the proposal deserves
reappraisal.

Because of the fundamental importance
of these two maticss to the effectiveness of
the AID program in Colombia. we highlighted
these matters for the Committee's further
consideration. (B-161798. July 8. 1968)

70. MANAGEMENT OF PROP-
ERTY ACQUIRED FOR FOREIGN ASSIS-
TANCE-In August 1968 we reported to the
Congress that from fiscal year 1963 to
December 31. 1967, the Agency for Interna-
tional [evelopment (AlD) rehabilitated and
distributed excess property that originally
cost $119 million. AIDs Excess Property
Regional Office in Europe accounted for $39
million of the $119 million, and the rehabili-
tation was performed. for the most part. by a
foreign contractor under a contract adminis-
tered by AID. Our review showed that there
was a critical need for AID to strengthen its
administration and management relating to
the rchabilitation and distribution of ¢xcess

property.

AID had generally followed a practice of
distributing excess property on a first<ome-
first-served basis, without considering whether
the rchabilitated property would substitute
for new procurement or whether it would be
used by the recipient country as supplemental
assistar ce. Some countnies were able to obtain
carly commitments for the property under
AlIDs first-come-first-served formula. Other
countrics reported a “preemption of desirable
material” before their needs had been
considered.

The extent of AID surveillance over the

quality of the rchabilitation work by private
contractors abroad was not sufficient to
ensure that the equipment was in a satis-
factory operating condition before being
distributed to the recipient countries.

We noted deficiencies in AIDs negoti'a-r
tion and administration of its primary con-
tract in Europe for repair and rehabilit#ion
of excess property. These deficiencies related
to -
—limited use of competition in award of

the repaw contract and = award of the
contracts for transportation of excdss
property as well, :

—contract labor rate increases without
adequate supporting cosj data, =)

—a large portion of the repar work's not
being covered by contract,

—inadequate negotiation of labor hours
worked and billed for by contractor.
and

—unnecessary costs incurred m the pro-
curement of repair parts and materials
from local sources.

The results of our review were made
available to the Special Subcommitice on
Donable Property, House Committee on Gov-
emment Operations, and to the Subcom-
mittee on Foreign Aid Exmenditures. Senate
Committee on Government Operations. which
were concurrently conducting reviews relating
to aspects of AID’s program for advance
acquisition of excess property. The reports
resulting from these congressional reviews dis-

cuss the deficiencies descnbed in this report

and include recommendations to AlD for
improving its management of the program.

Agency officials have agreed, in general.

with our findings and have taken, or are.

tzking. a number of specific corrective
actions. These actions will




—emphasize the use of excess property as
a substitute for new procurement,

p—upgrade the quality of the rehabilitation
work, and

-

i v
@ _strengthen and improve the negotiation
and administration of present ané future
» , ‘excess property rehabilitation contracts.
(B-™6995. August 2, 1988)

- UNITED, STATES BALANCE-OF-
POYMEXTS POSITION

E

’ 71. BALANCE »OF PAYMENTS
RSPECTS OF MILITARY OFFSHORE PRO-
CUREMENT (a)-In Scptember. 19638, we
reported to the Assistant Secretary of Defense
(Instal’stions and Logistics) on the fesults of
our review of an offshore (i.e. outside thy
United States) procurement =f railréad cars in
Japan o fill requiremen® in Vietnam.

[
- We con!ludc: that the offshor® p
ment of 173 railroad cars at a cost of $1.75
million could have been aveided had la-
tions, dgsignedsto minimize dollar outfiéw,
Been oyserved in spirit as well asfn letter.
ﬁ
v

Our review showed that the procurement
had been made offshore on the basis of urgent
need and short delivery*time. Our examina-
tion ©f the data, howgger, showed that a
combination of overstatell estimates of deliv-
ery time from the Umited States and under-
stated estimates of delivery time from Japan
probably had been instrumental in leading to
the decision to buy offshore. We concluded
that the cars could have been deliv-
ered from US. sources as soon as from
Japanese sources, and at a comparable cost,
had procurement action been started within a
short time after the urgent need for the cars
was first identified.

We made no specific recommendations
with regard to this particular procurement
because of the “isolated instance™ nature of

the transaction. However, we brought the
matter to the Department’s attention for such
action as it considered necessary. (B-163389,
September 10. 1968)

72. BALANCE OF PAYMENTS
ASPECTS OF MILITARY OFFSHORE PRO-
CUREMENT (b)=In December 1968 we
reported to the Secrctary of Defense the
results of our review of selected offshore pro-
curement, i.e. procurements from sources out-
side the Uuited States.

This particular report dealt solely with
offshore procurements of prefabricated build-
ings which, in our opinion. could have been
procurred in the Urited States had Depart-
ment of Defense (DOD) regulations. designed
to minimize dollar outflow, been followed.

Our review showed that in April 1965
the U.S. Air Force decided to buy. through
the Air Force Logistics Command and from
US. suppliers, 384 air-inflatable. portable
shelters to fill an urgent need in Vietnam. The
cost of these shelters, with modifications, was
$8.9 million.

The portable shelters failed to pass test
conditions and were deemed unsatisfactory
for use in Vietnam. Most of the shelters are
now in storage.

The series of problems encountered in
obtaining acceptable air-inflatable shelters put
off consideration of suitable altemnatives until
late February 1966, about 10 months after
the decision had been made to buy the inflat-
able shelters. At this point in time. the Air
Force Logistics Command directed the pro-
curement of prefabricated metal buildings to
meet known requirements for structures in
Vietnam. Consequently, two contracts were
awarded to U.S. suppliers for 288 prefabri-
cated metal buildings costing $1.9 million. All
buildings were to be delivered by December
1966.

Apparently knowledge of this action did




not filter down to procurcment officials in
Vietnam because, between August 1966 and
April 1967, the 7th Air Force in Vietnam
awarded to foreign firms in Singapore seven
contracts amounting to $896.937 for 65 pre-
fabricated buildings.

We concluded that the time lost in trying
to develop a satisfactory air-inflatable shelter,
during a period of rapid buildup in the ficld.
intensified pressures on using activities to
obtain buildings from any readily available
source, irrespective of higher cost or of gold-
flow considerations. When the normal supply
system docs not respond to customer needs.
as in this case. using activitics are motivated
to bypass it. Although this is understandable.
we believe that local commands should be dis-
couraged from locally procuring costly mate-
rial until they have exhausted prospects of
obtaining it through regular supply channels.

We suggested that it would be instructive
for this case history to be brought to the
attention of DOD’s subordinate commands.

The Air Force concurred. (B-163389,
December 30, 1968)
73. BALANCE OF PAYMENTS

ASPECTS OF SPECIAL LETTERS OF
CREDIT-We examined into a special pro-
gram. know as Policy Determination 31
(PD-31). mounted by the Agency for Interna-
tional Development (AID). to help in com-
bating adverse balance-of-payments effects of
offshore procurements (i.c.. purchases from
sources outside the United States) financed
by AID. We reported the results of the review
to the Administrator, AID. in November
1968.

As an agency providing technical
assistance and capital to developing nations,
AID has had an important role to play in con-
tributing to improvements in the U.S.
balance-of-payments position. For example.
in 1959 AID terminated its policy of allowing
its assistance to be used for imports from any
frec-world nation, and, since that timz. has

62

increasingly tied assistance to procurcments
from U.S. sources.

Exceptions to procurement from U.S.
sources have been permitted in the case of
eight developing countnes. In these countries,
commodities financed by AID can be ob-
tained for use in third countries, provided
that payment for the commodities is by
epecial letters of credit that can be used to
buy only goods of American origin.

In examining into PD-31 special letter-
ofcredit transactions. we observed that two
developing countries were using dollar credits
under the program to finance agricultural
products exported under the Department of
Agriculture’s (USDA's) Commodity Credit
Corporation (CCC) barter program. In our
opinion, this use reduced the balance-of-
payments advantages that could otherwise
have been realized.

During the period of our review (July
1967 through March 1968). $46.8 million was
disbursed to U.S. suppliers for goods pur-
chased by nations participating in the PD-31
program. Our test comprised $31 million of
these transactions.

This test showed that transactions total-
ing $3.3 million were identified specifically on
vouchers as representing payments on behalf
of India and Taiwan to U.S. exporters for
agricultural commodities exported under CCC
barter contracts. It is possible that other agri-
cultural exports financed under the PD-31
program may have been barter transactions.,
although not identified as such since there
was no requirement to include this informa-
tion on the vouchers.

Since a major vbjective of both programs
(barter and PD-31) s to realize balance-of-
payments advantages. we concluded that
overall advantages had been reduced by hav-
ing the funds of one Government agency
(AID) used to finance exports of another
Government agency (USDA).

ws




We discussed the results of our test with
AID officials during our review. In September
1968, AID took steps to amend ouasiznding
PD-31 letters of credit to prohibit tineir use in
payment for export of agricultural commod-
jties under the CCC barter progrum. Appro-
priate notification of the amendoment was
made to central monetary authoptues of the
PD-31 source countries and to the ULS. hanks
involved in the program. (B-14632QL Novem-
ber 22, 1968)

74. IMPROPER PAYMENT OF

PORT CHARGES ON FOREIGNM-AID SHIP- -

MENTS-In May 1965 we repoctead 10 the
Congress that the Agency for Internatwnal
Development (AID) had made. am& was cur-
rently-making. improper payments Ior occan
shipments of surplus agricultural commaditics
donated by .the United States to U.S. volun-
tary relief agencies under title 11L Prubhc Law
480. Our test showed improper paxments on
shipments to an aid-recipient countms hocause
ocean shipment tariff rates included port
charges comprising consular. unloading. han-
dling. warehousing. and trumportaton
charpes properly chargeable to the recapient
country under the terms of asgreoments
between the voluntary relief agencnes and the
country. This situation resulted Zrom the
failure of AID and the voluntary rxlicl agen-
cies to examine adequately the makaup of the
tanff rates which included these champes

As a condition for deliverimg domated
foodstufls to the people of the reapceat
country. the voluntary relief agemcies had
entered into special agreements. Umder these
agreements. the country agreed to admmt the
donated commoditics free of 4l mport
duties. taxes. and fees for consulugx sorvices
and to fumish the necessary fumds 3o pay all
port expenses. including charges towr unload-
ing. warchousing. handling. and tamsporting
of commoditics.

We recommended that AID. un comune-
tion with the Ccpartment of Stuts and the

voluntary relief agencies. undertake negotia-
tions with the recipient country to obtain
agreemment for a refund of such amounts as
had been improperly paid for ocean trans-
portation in the past. We recommended also
that AID determine the extent to which such
port charges were being improperly pad in
other countries and undertake to obtain
appropnate refunds.

We recommended further that. to
provide for more effective reviews of tanfls in
the fusure, the Federal Maritime Commission
require all ocean carriers of U.S.-financed
cargo to 1t2mize and separately state in their
tariffs the several factors constituting all port
charges and nontransportation charpes
imposad by a foreign povernment @r constit-
uent agencies thervof. In addition. we recom-
mendead that. to prevent improper payments
in the future. AID cstablish a requirement
that the U.S. voluntary relief agencics armange
with steamship companies for presentation of
billing documents which show separately all
charges that are for the account of the foreign
governments.

AlID did not seck retfunds and took no
action until the Subcommittee on Forvign
Aid Expenditures. Senate Committee on Gov-
emment Operations. held hearings in March
1968 to determine what action had been
taken to ensure that payments for ocean
transpoftation on forvign-ad commoditics.
both evonomic and military. do not include
port charpes. We assisted the Subcommitiee in
the accumulation of data used and testified to
during the hearnings.

The responsible agencies agreed at the
hearings that. through the use of a statistical-
average approach. they would cesse 1o finance
port charges in the major aid-recipient coun-
tries. The Administration estimated that,
under the new provedures scheduled to go
into effect no later than January 1, 1969. an
annual budgetary and balance-of-payments
savings of about $16 million would be
achieved. (B-146820, May 20. 1965)
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75. PAYMENT OF CASH IN LIEU
OF GOVERNMENT TRANSPORTATION
REQUESTS IN EXCESS - CURRENCY
COUNTRIES—In April. 1969 we reported to
the Congress @n the Peace Corps practice of

¢ paying U.S. dollars in lieu of f umslnng Gov-

ernment Transportation Rcauests (GTRs).

‘gPayable in U.S.owned excess foreign cu:-

rency, to volunteers returning from foreign
posts upon completion of their tours of duty,

‘During the 17-month period ended
November 30. 1968, 492 Peace Corps volug-
e@s returning from India were paid
181,759 in cash for yetum transportation to
the United States in Lieu of bemg fumished
with GTRs payable in cxgess rupces at virtu-
ally no cost to the U.S. Goverpment. Simi-
larly. in Tunisia. during fiscal years 1966 and
1967, 187 Peace Corps volunteers werc!:ald
about $64.000 in cash Yor retdm transporta-, *
tiog to the United States in heu of bcm&
I'umashc% GTRg payablg in ewess dinars. ’

]

We® concluded that the use of doffir
payment. rather than excess foregn cur-
renciese forstransportation costs of r!uming
volnteers resulted in incrfased costs. Cash
payments of dollars abroad to 'rc:umi:?g vol-
unteers in Leu of transportation home also
adverscly affects the U.S. balance of pay-
ments jo the extent thc Jollars are spent with
f&reign org.wm:anons‘nd individuals.

We rccomnlendcd to the Director of the
Pcaoc Corps. in a letter dated July 29. 1968,
that the policy of paying dollars in lieu of
f urrush ing GTRs payable in U.S.-owned
excess foreign currency be terminated unlzss
it was determined that the continuation of
the practice was essential to recruitment and
therefore to the Peace Corps program.

The Director of the Pcace Corps was not
in full agreement with our findings: however,
he recognized that Peace Corps nolicy. with
respect to return transportation of volunteers.
would tend to have an adverse effect on the
balance-of-payments of the United States.

Subsequent to the issuunce of our report
to the Congress, the Director of the Peace
Corps undertook a review of this question and
concluded that the considerations cited in our
report were paramcunt over former Peace
Corps policy and stated that Il new volun-
teer applicants would be advised, prior to
their enrollment as volunteers. that the cash-
in-heu-of-GTR privilege would not be avail-
able if, at the time of the termination of their
Peace Corps service. they were stationed in a
country which had been designated by the
Treasury Department as an excess-currency or
near-excesscurrency country. (B-145883,
Apn! 23, 1969)

76. GREATER UTILIZATION OF
US.-FLAG VESSELS TO IMPROVE THE
US. BALANCE-OF-PAYMENTS POSITION
{a)-In April 1969, we advised the Adminis-
trator. Agency for Intemational Development
(AID). that we had identified an area where
we believed AID could help to improve the
U.S. balance-of-payments position without
incurring Additional costs or adversely affect-
ing the objectives of one of its programs.

We had reviewed selected overseas ship-
ments of donated agricultural commodities
and other supplies exported by voluntary
relief agencies to Paraguay. AID finances the
ocean transportation costs of these shipments.

Our review showed that about $200,000
a year had been paid to foreign-flag carmiers
for these shipments. Voluntary relief agencies
have followed a policy of using foreign-flag
camiers exclusively because (a) U.S.-flag ves-
sels did not offer direct service and were
required to transship the cargo and (b) US.-
flag vesscls would not accept financial respon-
sibility beyond the point of transshipment.

Our review showed, however. that the
forcign-flag cammier was also transshipping the
commodities on most shipments. We dis-
cussed the financial responsibality aspect with
representatives of the two US. lines sailing
from North Atlantic and Gulf ports. These




representatives agreed that, in the past. they
had accepted financial responsibility only to
the point of transshipment. The U.S. lines.
however. have since changed their position
and have advised us that they will now accept
financial responsibility to the final
destination.

We believe that, for the most part, the
voluntary relief agencies had complied with
the AID policy of using U.S.-flag vessels. In
our opinion, however, cargoes were being
shipped to Paraguay on foreign-flag vessels
when U.S.-flag vessels could have been used
under then<current conditions.

We suggested (2) that AID take the
actions necessary to change the certification
required of the voluntary relief agencies so
that future requests for reimbursement of
transportation costs can be supported by
certifications that U.S-flag vessels were not
available, without reference to shipment on a
direct basis, and (b) that AID notify the vol-
untary relief agencies of the change in the
U.S. lines’ position with regard to financial
responsibility and that AID consider these
vessels as being available when future requests
for reimbursement of transportation costs are
made.

AID did not agree with our first sugges-
tion because it believed that the use of U.S.-
flag vessels whenever they were available via a
transshipment route. as against a foreign-flag
direct route, would distort normal shipping
patterns and would greatly increase the nisk of
loss and damage to cargo and would result in
unjustified higher transportation costs. AID
did agree with our second suggestion and has
advised the voluntary relief agencies that
reimbursement will no longer be made for
freight on non-U.S.-flag vessels to Paraguay.
(B-163536, April 22, 1969)

77. GREATER UTILIZATION OF
US.-FLAG VESSELS TO IMPROVE U.S.
BALANCE-OF -PAYMENTS POSITION
(b)=In June 1969 we reported to the
Department of Agriculture (USDA) the re-

sults of a review of selected shipments of agn-
cultural commodities exported under title | of
the Agrcultural Trade Development and
Assistance Act of 1954 (Public Law 480). The
purpose of the review was to determine
whether opportunities existed to increase the
use of U.S.-flag vessels for the shipment of
these commodities. Our review was iimited to
shipments which moved on liner terms at con-
ference rates and was directed toward examin-
ing into the circumstances surrounding the
use of other than U.S.-flag vessels “Liner
terms™ means that all loading and ualoading
charges are included in the tariff rates paid.
“Conference rates™ arce fixed ocean freight
tariffs established by 2n intermational confer-
ence of steamship companivs.

We identified an area where we felt that
USDA could help to improve the U.S.
balance-of-payments position without incur-
ring additional costs and without adversely
affecting the objectives of the title [ program.

Simply stated. we belicve that USDA
could increase the use of U.S.-flag vessels for
cargoes which move at conference rates. Our
report showed that ocean transportation costs
amounting to over $416.000 had been paid to
foreign camriers when U.S.-flag vessels werne
available. These shipments were made under
sales agreements signed during fiscal year
1968 and the fir:: 6 months of fiscal year
1969.

The law requires that at least 50 percent
of the gross tonnage be transported on prni-
vately owned U.S.-flag vessels. to the extent
that such vessels are available. Although the
quantity shipped on U.S.-flag vessels exceeded
the minimum 50 percent requirement. we
believe that USDA could ship a greater per-
centage on U.S.-flag vessels and. by so doing.
improve the U.S. balance-of-payments
position.

We concluded that USDA procedures did
not properly consider our balance-of-pay-
ments position because USDA personnel




made no special effort to maximize the per-
centage which could be shipped on U. S.-flag
vessels.

We informed USDA that we believed
that. when the ocean freight costs are the
same, U.S.-flag vessels should be used in pref-
erence to foreign-flug vessels and that U.S-
flag vesseis should be used to the maximum
extent possible. We sugpest also that, during
negotiations for future shipments of these
commoditics, consideration be given to in-
cluding, in the sales agreements. provisos giving
preference to U.S.-flag vessels over those of
other countries. (B-163536, June 30, 1969

LTILIZATION OF U'S. OWNED OR
CONTROLLED CURRENCIES

78. ADMINISTRATION OF INTER-
EST EARNED ON FOREIGN CURRENCY—
In April 1969. we reported to the Secretary
of Defense that US.-owned local currency
funds generated from the sale of agricultural
commoditics in the Republic of the Philip-
pines and allocated for common defense pur-
poses had been withdrown from a US.
Treasury account far in advance of actual Jdis-
bursement needs and invested in interest-
bearing time deposits and short-term promis-
sory notes by the Joint U.S. Military Advisory
Group (JUSMAG).

The interest cam=d on these investments
was used to finance Philippine construction
projects. in accordance with project agree-
ments. Our review of applicable laws showed.
however, that the interest should not have
been used for construction programs but.
rather. should have been deposited in the US.
Treasury as miscellaneous receipts. Therefore
we believe that JUSMAG was without legal
authority to include in the project agreement
{or at lcast to agree to) a provision for the use
of interest by the Philippine Government.

We proposed that all interest carned on
time deposits and paid or credited subsequent
to June 30. 1968. no longer be available to

finance construction projects. We further pro-
posed that. as outstanding time deposits
mature. prncipal not required for current
expenditures be returmned. alomg with the
interest. to the Treasury. =

’

We have been advised that. as a resulj of
our review, JUSMAG has docomtinued the
practice of purchasing promissory notes: that.
in line with our proposal. JUSMAG HRas
deposited the equivalent of SI00.600. repre-
senting interest paid from July 1. 1968,
through April 30, 1969. with the Tréasury:
and that. as remaining time deposits mature.
JUSMAG will deposit additional interest of
about $111.300. In addition. the equivalent
of about $255.700 repregentine principal
currently not needed has been Ceposited with
the Treasury. to be held untidl needad by
JUSMAG.

Iii view of the practices descnibed above.
we rccommended that a revicw be made of
arrangements with other countmnes to ascer-
tain whether the amangements permut the
premature withdrawal of funds and permit or
require, without legal authonty. the use of
any interest camed on these funds 1> augment
or supplement approved programs. We rec-
ommenced also that Department of Defense
officials review the adequacy of fmmancial con-
trols over U.S.-owned foreign currency main-
tained outside the accounts of the Treasury.
as well as the necessity for and legality of
such armangements. (B-1468_0. Apri 24.
1969)

79. MANAGEMENT OF FOREIGN
CURREMCY-In Juae, 1969, me meport=d to
the Secretary of Agriculture oa cwr review of
the financial management procecéures of the
Department of Agnculture wchwumg (o the
colicction of forign currency proceeds from
sales of agricultural commoditics under title |
of Public Law 480. ‘

Our review showed that certam countries
had been late in making requmed fore'gn




currency deposits and that about 41 percent
{or $36 million worth of foreign currency) of

" the dmount due the United States had been

received more than 30 days late.
»
Inasmuch as these foreign cugrencies are
deposited by the US. Government in
int®resi-bearing accoumts, the delinquent
deposits have probably resulted in a loss of

_interest income to the U.S. Government. In at

legst two countries. this loss of interest

income can result in increased dollar cutflow.

#Wc‘ made several sug,g.cstions which, we

‘elicve. will expedite the collection of these

foreign currencies. We also supgessed that
future title I foreign currency sales agree-
ments orovide for payment oi a pdnalty to
the United States when deposits a12 not mad
within a reasonable period 4of time.
(&1461120. June 26, 1969)
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80. USE OF EXCESS FOREIEN
CURRENCY'BY PROJECT HOPE—in Febru-
ary. 1968. the Agency fur lntematj'.ﬂ
Developmefit (A1D) made a $1.5 miilion Tor-
cign assistance dollar grant to Project Hope
finance the operating costs of the essel S
HOPE for carrying out a medical training and
teaching progrant in Ceylon. Project Hope
attempted o buy its loca: currency needs

~ from the- US. Governmipt but was advised

that no local cuerency was available for sale
even though Ceylon' Wwas an excesscurrency
country. that is. the U.S. Government had
available for its use. amounts of Ceylon cur-
rency sulgstantially in excess of its normal.

" expected requirements for approximately 2

years.

We advised officials of the Treasury
Department and AID of this situation in April
1968 and suggested that, since Ceylon was an

. excesscurrency country it would reduce

budgetary expenditures and benefit the US.
balance of payments if a means could be
found to make U.S.-owned excess Ceylon

_Tupees available for sale to Project Hope.

As a resuli of our suggestion. AID
directed the U.S. Mission in Ceylon to make
U.S.-owned rupees available from the accom-
modation account for sale to Project Hope.
During fiscal year 1969 the SS HOPE pur-
chased approximately $243.000 worth of
excess rupees from the US. Government
because of this action. (Letter to Secretary of
Treasury and to Administrator, AID, April 3.
1968)

81. USE OF FOREIGN CUR-
RENCIES IN LIEU OF US. DOLLARS-In
Decemroer 1968, we reported to the Depart-
ment ol 3tate that we had observed instances
where we belicved that U.S.-owned excess
Yugoslavian dinars could have been used to
pay costs being paid in dollars.

Dcllar payments in licu of dinar pay-
ments were being made to certain annuitants

" residing in Yugoslavia even though we could

find no justification in the files for granting
such payments in some cases while in other
cases the amount of dollars needed or the
period of time the dollars were required was
not shown. Further. we found that there were
no follow-up procedures in effect with regard
to payments granted on 2 permanent basis.
This appeared to be important. since many of
the payments grunted on 2 permanent basis
were granted for travel purposes.

In July 1965. Social Security. Veterans
Administration. Railroad Retirement. and
other pension and disability payments made
to annuitants residing in Yugoslavia were
changed {rom dollars to U.S.-owned cxcess
dinars. As of September 1967. these pay-
ments wmounted to the equivalent of approw-
mately $407.000 a month; however, about
$18,700 worth of pension payments were
being made in dollars each month, mostly on
a permanent basis. for various reasons. In our
opinion. these dollar payments were largely
unnecessary.

The records showed that. as of Novem-
ber 1967, 143 annuitants residing in Yugo-

slavia were recciving dollar payments on a




permancnt basis directiv from the United
States. In addition, a few recipients were
converting their dinar checks to dollars at the
Embassy in Belgrade. Also. there were a small
number of annuitants r=cening dollar pay-
ments on a temporary bass. Information
provided to us indicated that the amount of
dollar payments being made directly from the
United States was increasing.

We recommended that the Department
amplify existing instructions pertaining to
approving requests for Jollar payments to
annuity rcipients residime m Yugoslavia to
provide guidelines as to the circumstances
under which requests for dollar payments
may be approved. particiiariy in the case of
U.S. citizens. In additiom. we recommended
that the Department dirsct the Embassy to
undertake a review of 2ll then-current cases of
dollar payments to annuiianis with the view
to terminating those which were not justified.
We pointed out that, although our review was
limited to Yugoslavia. the Department might
wish to consider amplifyi=g 518 instructions to
its Embassivs in other excss.~currency coun-
tries.

On February 4, 1969, the Department
informed us that it was amplifying existing
instructions to provide gadelines as to cir-
cumstances under wvhich dollar payments in
licu of local currency pavments may be
approved and to emphasire the necessity for
immediate and periodic r=varws of the need
for continuing doilar pasments. The instruc-
tions will be furnushed to the American
Embassies in all countries = which it is the
policy to pay resident U'S. Government
annuitants in €Xcess, OF NE2T £RCCSS. CUTTency.
(Report to Deputy Under Sec=tary of State
for Adminictration. December 9. 1968)

82. ACCOMMODATION EXCHANGE
TRANSACTIONS IN EXCESSCURRENCY
COUNTRIES-In October 1968, we reported
to the Department of Staze on our review of
selected policies and practces regarding ac-

commodation exchange transactions in six
excess-currency countries: India. Israel. Paki-
stan, Tunisia. United Arab Republic, and
Yugoslavia. Balances of local currency avail-
able for U.S. uscs in thess countries substan-
tially exceeded the normal operating require-
ments of the U.5. Government for
appr.. mately 2 years, as determined by the
U.S. Treasury Department.

Qur review showed that the Department
of State permitted non-Amencan U.S. Gov-
emment employees in excess-Currency coun-
trnies to receive salary payments and certain
other entitlements in the currcncy of coun-
tnes to which they were traveiing or immi-
grating. When the travel was to countries in
which the United States did not hold excess
currency. an expenditure of dollars was re-
quired to purchase those currencies. This
contributed to the current U.S. deficit
balance-of-pavments position and constituted
an additional budgetary cost.

We identified about $70.000 in such
payments on an annual basis in the six coun-
tries covered in our review.

We recommended to the Department of
State that 1t issue instructions prohibiting this
practice in ¢xcess-CurTency countries.

In January 1969. the Department
informed us that it had revised its regulations
to provide for and limit the conditions under
which pavment to non-Amencans would be
made in other than local currency. Exceptions
anticipated are few and a2re based on condi-
tions of empiovment as required by local
custom and the prevailing situation in the
country. (B-146749, October 2, 1968)

INTERNATIONAL ACTIVITIES-
GENERAL

B3. DIFFICULTIES IN ARRANG-
ING AIR SUPPORT SERVICES FOR U.S.
CONTRACTORS IN VIETNAM-In Novem-
ber 1968, we reported to the Congress that

{1
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the Government of Vietnam (GVN) had de-
nied certain U.S. contractors working on mii:-
tary programs in Vietnam permissioz 'o op-
erate or obtain tnrough subcontract with a
U.S. camier. aitlift <zevices required to falfill
their assignments.

The GVN cited the Agreement of the
1944 Convention of Intemnational Crvil Avia-
tion to support its refusal. The US. Govern-
ment and GVN are signers of the agreement
which provides *hat each contracting country
have the right tc refuse permission for the
aircraft of another contracting countryto
take on. in its temritory, passengers. mail. and
cargo carried for remuneration or hire and
destined for another poin. within ts tzmitory.
The agreement provides further that it is
applicable only to civil aircraft and is not
applicable to “state™ aircraft and rthat aircraft
used in military. customs, and police services
are consadercd to be state aircraft.

As 2 resull. one contractor obtained air-
1ift services from a joint venture of a2 US. air
carrier and a Vietnamese air cammer. A
I5-percent premium. based on gross revenues
and amounting to SI.2 million. was pad to
the Vietnamese carrier primanly ior
clearances for the U.S. camrier to operate in
this capacity in Vietnam.

Another U.S. contractor, after _sing the
services of the Vietnamese air carmer. ined to
establish its own airlift capability by pur-
chasing two aircraft. Only after a detay of |
year and at an estimzted additional cost of
$282.000 was the contractor able to operate
in Vietnam.

Because of the cost-reimbursable fea-
turcs of the contracts, these additiomal cos.s

are ultimately bome by the U.S. Government.
We concluded that the additional expense and
the unnecessary complication of the con-
tractors’ operaticnal problems had resuited

from the lack of an overall working agresment ..

between the two Governments. We concluded
also that it was inappropriate for cont

to have to pay premiums for permission to fly
contract aircraft into, within, or out of Viet-

nam when operating in supzort of US. mil+"

tary programs.

We recommended that the US. Gowern-
ment continue its cfiorts 1o obtain an agree-
ment or a working arrangement with GVN to
permit the operation of contract commersial
aircraft on an exclusive-use bgsis for logstic
air support of U.S. Government programs in
Vietnam. We had propeosed that. should these
efforts :ail to produce satisfactory results. the
Secretary of Defense determine whether the
cortractors’ air support requirements could
be satisfactorily filled by altemative mea~

The Departments of Defense and State
agreed. in general. with our findings 2nd pro-
posa!s. Department of Defense officils
advised us that a review had been made ard
that they had concluded that airhift support
should continue to be provided by commer-
cial support and that military airlift would b=
utilized whenever feasible. We were advised
that the U.S. Embassy in Saigonand the US.
Military Assistance Command. Vietnam. were
continuing their efforts to negotiate a satss-
factory working agreoment. We were
mnformed that the 15-perceat premiums had
been climinated in July 1968 and that an
interim arrangement had beei in effect frosz
that time. perding fermulation of a fimal
agreement. (B-159451, November 4. 1968)

L
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84. ADMINISTRATION OF PRICE
ESCALATION CLAUSES-The Army
awarded a fixed-price contract for ammuni-
tion items. which provided for an upward or
downward adjustment of price if the contrac-
tor experienced an increase or decrease in the
prices paid its suppliers of brass ammunition
cups. a component of the ammunition items.
The contract provided further that the con-
tractor (a) notify the contracting officer of
any changes in the prices of the brass cups,
(b) submit a proposal for an equitable adjust-
ment of the contract price by rezson of such
changes. and (c) certify, on the final invoice
submitted under the contract. that either it
had not experienced a decrease in the cost of
the brass cups or. if it had. it had given notice
of all decreases.

We found that the Chicago Region of the
Defense Contract Adminmstration Services (a
Component of the Defense Supply Agency).
which was responsible for administration of
the contract, had not established controls to
ensure that contractors complied with their
reporting and certifying responsabilities under
price escalation clauses. Consequently it was
not aware that the contractor had expen-
enced price decreases on purchases of brass
cups and should have proposed a3 downward
adjustment of the contract pace to the Army.
We estimated that the downwand adjustment
of the contract price should have been about
$248,000.

We discussed our findings with the Army
and the contractor. and they took steps to
negotiate an adjustment. We discussed our
findings also with officials of the Chicago
Region of the Defense Contract Administra-
tion Services. and they established procedural
controls for surveillance of price escalation
clauses.

In response to our report on these find-
ings, issued to the Secretary of Defense in
October 1968, the Army stated that the con-
tractor had informally agreed to make settle-
ment in the amount of $215,975. (B-156806,
October 2, 1968)

B5. LEASING RATHER THAN
PURCHASING LAND AND BUILDINGS BY
CONTRACTORS-We found that the leasing
by contractors of land and buildings to be
used almost exclusively in the performance of
Government contracts had resulted in greater
costs to the Government than would have
been the case if the facilitics had been pur-
chased by the contractors. Had the facilities
veen purchased, acquisition costs recoverable
by the contractors would have been limited to
the amount of depreciation.

We reviewed this matter as it related to
the land and buildings at 20 locations of 17
major contractors. Our report on the review
was issued to the Congress in Ovtober 1968.
We estimated that the additional costs to the
Government could have amountsd to about
$55.8 million by the end of the initial periods
of the leascs at the locations we reviewed.
They could amount to as much as $99.3 mil-
lion if all renewal options of the lecases are
exercised.

The decision to lease or purchase rested
with the contractor. However. because con-
tractors stood to gain by leasing or, in some
cases, at least avoid the risk attendant on
ownership, contractors may have been swayed
toward a course of action more costly to the
Government since equal treatment was ac-
corded costs associated with either course of
action in negotiating profits and fecs.

The weighted guidelines of the Armed
Services Procurement Regulation for the
negotiation of contraciors’ profits or fees did




not make appropriate distinction between
owned and leased facilities and therefor: did
not offer any meotivation to contractors to
select the method of acquisitior most eco-
nomical to the Government. We suggested to
the Department of Defense that. in negoti-
ating profits and fees, consideration be given
to the methods used by the contractor in
acquiring real property for use under Govern-
ment contracts.

In January 1969 the Department advised
us that it was considering new guidelines for
negotiating profits and fees that would take

into account the contractor's investment in

facilities. More recently. however, the Depart-
ment advised us that further consideratior of
this matter had been deferred for about a
year. (B-156818. October 23, 1968.)

86. CORPORATE EXPENSES
CHARGED TO CONTRAC: 3—At the request
of the Chairman, ‘louse Committee on Ap-
propriations. we reviewed the policies of the
Department of Defense (DOD). the Atomic
Energy Commission (AEC). and the National
Acronautics and Space Administration
(NASA) for allowing corporate general and
administrative expenses to be charged to cer-
tain Government contracts at Govermment-
owned, contractor-operated plants. Our re-
port on the review was issued to the Congress
in November 1968.

On the basis of our review at 17 such
plants, we found differences among
Government  agencies in  their  policies
governing the payment of corporate expenses
under Government contracts. DOD and NASA
generally paid such expenses incurred in the
performance of the contract or in the normal
conduct of a contractor’s business as a whole.
AEC generally paid such expenses when
incurred in the performance of the contract
but not when incurred in the normal conduct
of a contractor’s business as a whole.

As a result, the costs to the various agen-

n

cies of the Governinent for essentially the
same type of work. performed in the same
plant. differed by substantial amounts.

DOD. AEC, and NASA agreed in general
with our findings and conclusions.

We made no recommendations pending
completion of a pertinent study we are con-
ducting. The study, directed by Public Law
90-370 10 be completed by December 31,
1969, involves the feasibility of applying uni-
form cost-accounting standards to all negoti-
ated prime contract and subcontract defenser
procurements of S$100.000 or more. The
study encompasses an analvsis of differences
in contracl cost principles established by Gov-
emment agencies for allowing cogporate gen-
eral and administrative expenses. (B-124125,
Novemoer 14, 1968)

87. NONCOMPETITIVE CON-
TRACT AWARD-—Pursuant 1o a request from
a congressional committee. we reviewed the
procurement procedurcs employed by the
National Institutes of Health (NIH). Depart-
ment of Health. Education, and Welfure
(HEW). in awarding a contract on 2 noncom-
petitive basis to an educational institution,
even though seven commercual firms had
responded to a published announcement
requesting qualified sources to submit evi-
dence of their competence and reliability for
performing the required work.

In our report to the chairman of the
committee. we pointed out that, although we
had found no legal bhasis for questioning the
validity of the contract. the handling of the
procurement transaction by NIH had been
deficient because (a) adeqrate considesation
had not been given to the resumes submitted
by the seven prospective contractors which
responded to the published sclicitation for
qualifications and (b) responsible officials in
the sponsoring NIH imstitute and in the
research contracts section had not adequately
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coordinatad their actions leading to the con-
tract awand.

We suggested that the Director. NIH.
improve the surveillance exen.:'mcd over the
-contracting practices of the institutes and
divisions at NIH and the cbordination among
responsible officjals. We suggested also that
periodic reviews of the contracting activitics
of NIH be conducted by the reponsible audit
gpoup to ensure that such activities are carned
out effectively and economizlly and in
accordance with Federal laws and regulajions
gnd prescribed policies and procedures
governing the award of contracts.

The chairman released our report in July
1968 and requested the Secrgtary of HEW to
“comment on the report and inform hum of the
steps that would be taken to n!ri-d\’ the
problems  discussed “herein® In his reply jof
October 1968, the Secretary stated that (a)
HEW wou} initiatg a reiic:v of its procyre-
ment policies. practices. and progedures 1o
develdbp methods for preventing the fecur-
rence of actions similar to those fgund by us,
®» -NJH’!ud held a series of trambhg sessions
‘on the negotiation and admnistration of
research contracts. and (c)*NIH c&ur’acting
activities would be included as part of the
HEW Audit Aggnq"s regularly scheduled
audjt activity. (B-162367. March 22. 1968)

- . ~
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88. 'ADMINISTRATION OF COM.
.PUTER PROGRAMMING CONTRACTS-In
June 1969 we reported to the Mantime Ad-
inistrator that Maritime Administration
entered into two contracts in 1966 with an
outside programming firm for the preparation
of computer programs to process certain
cargo stabstics gathered by the Davision of
Trade Studics, Office of Government Aid.
The coatracts were initially scheduled for
completion within 6-1/2 months of the con-
tract dates. At the time of our review. how-
ever. the Jomputer programs were not com-
plktc . chough the contractor had been
workn.g on them for over 22 months.

As a result of the delay in provading
workable computer programs, unprocessed
source data had been accumulating over the
29-month period in the Division of Trade
Studies: reports which. according to Maritime
officials. were needed in connection with cer-
tain Mantime activitics were not available:
and the computer system was not being fally
unlized for the trade statistics program used
as the justification for its acquisition.

We believe that Maritime'’s administra-
tion of these contracts was ineffective because
of

—a kack of written documentation 10 sup-
“powy oral ts between the con-
tractor and the Otfoe of Data Systems
> modify contract ragquirements,

-t shsence of contract provisions re-
Quirng the subrrossion of pariodic sta-
TS “eDOrts.

—the practce of th= Otfice of Data Sys
wéws of approveng progress payments
with no assurance that work had been
pertormed.

~anadeguate documentation 10 support
exdensions of tre for completion of
the contracts and increase m contract
oosts. and

nadequate monitoring of activities of
the contractor during the contract
DO

We recommendad that Maritime, to e~
ceive maximum benefits from its automatic
data proocssing equipment and to improve
the administration of contracts. (a) require
the operating unit responsible for adminzstra-
tion of contractors’ activities to monitor con-
tractors” work at all times and, when appli-
cable. ssocertain the reasons for contractors’
failure to meet completion dates, (b) include
in future contracts of this type a requirement
for submasgon of progress reports on a regu-
larly scheduled basis, () require that all agree-




ments and proceedings at meetings concerning
changes in the scope of the contract work be
cdncumented and included in the permanent
contract files, and (d) require contractors to
submit adequate justification for any requests
to extend or amend a contract. (Report to
Maritime Administrator, Department of Com-
merce, June 24, 1969)

Note: For additional items related to “Con-
tract Administration,” see section on
“Economic Opportunity FPrograms,”
items 7 and 8.

CONTRACTING POLICIES
AND PRACTICES

89. EVALUATION OF COMPETI-
TIVE PROPOSALS-We reviewed the proce-
dures of the Air Force for evaluating competi-
tive proposals in the award of negotiated
contracts for the operation and maintenance
of the Ballistic Missile Early Waming System
(BMEWS). the Distant Early Waming Line
(DEW Line). and the White Alice Communica-
tion System. QOur report on the review was
issued to the Congress in April 1969.

At the time of award of contracts for the
operation and maintenance of the three sys-
tems, the Department of Defense (DOD) was
prohibited by law from awarding such con-
tracts for more than 1-year periods. A yearly
award to a different contractor. selected
through compctitive negotiation, involves
change-over costs (hiring and training of new
personnel and obtaining required security
clearances) each year. To reduce such costs.
the Air Force was retaining competitively
selected contractors for 3-year periods. The
competitive selection of contractors was based
on the price proposals for only the first year
of the 3-year period—in line with DOD policy
that contractors’ proposals for sub.equent
years not be considered in awarding contracts
for the first year.

This method gave the incumbent con-
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tractors = significant advantage over competi-
tors. For example, had the Air Force been
permutted to consider each offeror’s first-year
proposal combined with option prices pro-
posad for the secord and third years, it would
have been found that the proposal of a com-
petitor for the BMEWS contract. rather than
that of the incumbent contractor, was the
mo~> favorable. About $8.8 million might
have been saved by award of the contract to
the competitor.

We suggested that. where there was rea-
sonablke certainty that (a) the options for *he
second and third years wili be exercised and
(b) failure to consider the option prices for
the scvond and third years would result in
substantially increased costs, DOD explore
the means to amend, or deviate from, its
policy. DOD advised us that revisions to its
policy were being considered.

On July 5. 1968, the President signed
legislation (Public Law 90-378) that author-
ized certain contracts for services and inci-
dental supplics to extend beyond 1 year
(muluyear contracts). The legislation is appli-
cable to contracts awarded for services or
incidental supplics outside the United States
that are funded by 1-year appropnations and
thercfore is applicable to the operation and
maintenance contracts of the type discussed
in our report. This legislation should help
alleviate some of the problems in the negotiu-
tion and award of such contracts. (B-162839,
Apnl 25, 1969)

90. PROCUREMENT OF JEWEL
BEARINGS-The William Langer Jewel Bear-
ing Plant. Rolla. North Dakota. was estab-
lished by the Government in 1952 as a
Government-owned, contractoroperated
domestic source of jewel bearings used in
defenmse items to eliminate dependency upon
forekgn sources of supply which could be cut
off in the event of war. The Langer plant was
a mandatory source for jewel bearings con-
tained in items purchased by the Government

2
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and for jewel bearings purchased for the
national stockpile. Because available informa-
tion indicated that the plant was not being
fully used. we made a survey of the purchas-
ing and stockpiling of jewel bearings with the
objective of examining into compliance with
the mandatory-source requirements and the
adequacy of the existing stockpile to meet its
objectives. Our report on the survey was
issued to the Congress in April 1969.

We found that there was a need for:

—Betrer enforcement of the mandatory
requaement for the purchase and use ot
the baarings produced in the plant

—~Greater compliance with the require
ment for the use of military-standard-
sire boarings.

~Review of the adequacy of the jewel
bearing stockpile.

We proposed:

~That the mandatory-source requirement
mchuded in contracts for purchases over
$2 500 be entended 10 purchases unces
$2.500 when the item beng purchased
wWas a jewel bearing or a mounted j[2wel
bearing

~That instructions be issued explaining
the buses for granting waners of the
mandatory source requirement

—That current military standards for
1ewel beoarings be studwec and updated
where appropriate and that the Armed
Services Procuremeni Regulaton
{ASPR) be revised 10 point out the need
to use military-standard bear:ngs.

~That the jewel bearings in the stockpile
be analyzed to determine whether they
were applcable t0 military end iterms
currently in use and could be vsod n
the event of mobilization.

The agencies involved expressed agree-
" ment with certain of our proposals The

Department of Defense, however, did not
agree with our proposal that ASPR be revised
to point out the need to use military-standard
beanings. We recommended that the Depart-
mxnt reconsider ils position on this matter.
(B-159463. April 17, 1969) = :

91. PROCUREMENT OF TECHNI-
CAL MANUALS-We made a review of the
Armmy's procurement of technical manuals
uscd by maintenance personnel in overhawding
uninstalied aircraft engines. A report on this
review was issued to the Secretary of the
Armmy in October 1968. The Army fellowed
the practice of procuring these manuals from
the engine contractors in manuscript form
and fumishing the manuscripts to air-frame
contractors for inclusion in, the overall afrcraft
raaintenance manual.

We found that the processing of the en-
@ne maintenance manuscripts by the airframe
contractors had not resulted in any substan-
tive changes m the supplied technical dzta. We
belicved that the Army could improve the
delivery time of the engine maintenance in-
structions to its using activitics and also could
eflect cost reductions of about $100.000
annually by having engine manufacturers pre-
pare their manusenpts in reproducible form.
Such action would avoid the need for process-
ing of the matenal by the airframe contrac-
tors. It would also conform with the practices
followed by the Air Force and the Navy
which procure similar data from their engine
contractors.

Following our discussion of these find-
imgs with officials of the Army. they agreed to
adopt provedurs similar to those followed by
the Air Force and the Navy. (B-161671,
October 3. 1968)

92. PAYMENT FOR SERVICES ON
LUNP-SUM OR ANNUAL INSTALLMENT
BASIS—- In January 1969, we stated in a
report to the Secretary of the Interior that
our review of a contract executed in Junc
1965 with a prnivate power company for the
transmission of Federal power disclosed that




the Government would incur additional costs
of about $525.000. This additional cost
, be incurred because the Bureau of
Reclamation elected to make a $2.6 million
lump<um payment to the company for the
us® of the company’s transmissior facilities
for S0 vears when it would hav® been more
u:t'omical to have madg 50 annual payments
of 3100.000. The company had given the
Burcau the opinion of using either method.

¢ Th: Bureau ¢lected to make a lumrp-sum
payment based upon a comparative cost
anp.‘sh of the two altematives. using
Ectnl-v:lluc technigues by applying interest

tes prgscribed in Senate Docum.cn( 97.
Eighty-seventh Congress, second session.
Semate Document 97 established the proce-
dures O be used in discounting future bene-
fits and costs in determining the feasibility,oF

‘water resources projects. The distount-rate

drltrmg\ation. as prescribed in Senate Docu-
ment 97, iredghe use of thwaverage rate
of interest payvable on Treasury c?biig::lipns
which, upet onginal issue. had terms of
matunty of 15 years or more
T 4 & ‘

Akhough the Bureau is?required to
follow the interestrate criteria set forth
in Senate Document 97 for determining the
fezsibility of a water resources project. such
a tequimn;em does nof evist for deciding
whether it weuld be iy the Government's
mterest to coagwt for & service on a lump-
sum-payment  basis? or by making periodic
payments over a specified number of years.
Bevause the average-vield interest rate which
s the ayerage yield of longterm Treasury
Sonds neither due nor callable before a
given number of years. in our opinion, more
accurately reflects the real interest cost
to the Government. we believe that rate
should have been used in considering the
two methods of contracting for facilities
amd services. This rate, based on current
market prices, appears in the monthly
Treasury bulletin. Had the Bureau used the
average-vield rate. the present worth of the

amnual payments would have been about

75

$525.000 less than the $2.6 miliion lump-sum
paayment. We believe that an analysis on this
Niads would have caused Bureau officials to
sigct the annuakpavments option offersd by
2 privatle pOwWeT company.

We recommended that the Department
e instructions requinag that any future
auaination involving an opton of making a
mpsum or longterm payvment include the
wse of a discount rate which more accurately
reflects the interest cost to the Government.
We recommended wlso that the specilic tvpes
of obligations to be used in establshing an
apgeopriate discount rate be obtained from
thre Secretary of the Trexury. (B-135805.
Jamuary 31, 1969)

93. DISCOUNTS GRANTED GEN-
ERATING AND TRANSMISSION COOPER-
ATIVES—-In our August 1908 1eport to the
Comgress, we reported that the Department of
the Intenor had stated that the rate structure
off the Eastern Division of the Missoun River
Busan Project. for the sale of electncal power
» the Bureau of Rexlamauwon had not been
= up to cover (a) the cost of constructing
Goaermment-owned transmibson facibities or
(&) the cost of using the Lines of third parties
(udeeling) for delivery of power to customers
bocated within short distances of a Bureau of
Reclamation substation. Nevertheless, the
Department has followed a policy of allowing
gemerating and ransmussion  cooperatives
«GXTs) in the market area dscounts in lieu of
wireeling of all firm power delivenes. al
thowgh. in certain instances, some deliveries
are for G&T members located within short
Jszances from a Burcau substation.

Bureau customers oiher than members
of a G&T located near a Bureau substation are
myumired to build their own transmission
fuhitics or make their own wheeling ar-
muxgements. This inconssstency n policies
prowides certain G&Ts and their mern bers with

gone advantages not available to other Bureau



customers located within short distances from
a Bureau substation.

We examined into the discounts granted
to two G&Ts and noted that about $300.00C
of the discounts had been granted on power
delivenies to member customers whose distri-
bution systems were in close proximity to the
Bureau’s substations.

We suggested that the Secretary of the
Interior direct the Burcau to reexamine. in
conncction with future contracts or contract
amendments with G&Ts. discounts granted in
heu of wheeling power short distances. We
sugpested also that such discounts be limited
o those delivenes which conform to the
wheeling policy on which the power rates
were established.

The Department did not agree with our
suggestions. The Department stated. however,
that it would have no objection to making a
cost finding to determine whether the amount
of discounts allowed the G&Ts was in confor-
mance with the contract provision that. if
average wheeling costs are less than | mill a
kilowatt-hour. the lower cost apply.

We continued to believe that our sugges-
tions had merit and therefore recommended
that they be adopted. We recommended also
that the Department’s cost finding study on
the relationship of wheeling costs to the
discounts being granted to G&Ts be based on
the wheeling policy on which the rates were
establshed and that consideration be given to
all altematives, including estimates of the
Bureau's cost of constructing and operating
its own transmission lines, to provide direct
servace o members of G&Ts that are eligible
for such service at Bureau expense.
(B-125042. August 6, 1968)

94. RENEWAL OF CONTRACTS
FOR TRANSPORTATION OF MAIL-In a
report issued to the Postmaster General in
August 1968, we pointed out that some star

route contracts for intercity highway trans-
portation of mail by private carriers that had
been initially awarded for 4-year periods after
advertising for competitive bids had been
renewed by the Post Office Department with-
out readvertising and without documenting
the justification for not readvertising. Our ex-
amination into selected contracts in the
Seattle Postal Region showed that the service
costs on many of these contracts had in-

sased substantially after the award of the
initial contracts. We found that the costs had
increased from 25 percent to 600 percent of
the last advertised contract amount. It was
our opinion that the Department’s instruc-
tions did not provide the specific guidelines
necessary to enable regional personnel to
determine when the scope of changes in serv-
ice warranted readvertising.

The Deputy Postmaster General. in com-
menting on our report, advised us that the
Department concurred in our finding and that,
accordingly, instructions had been issued May
21, 1969, establishing some definite guide-
lines by which regional officials can make de-
terminations as to whether star route con-
tracts should be renewed or readvertised.
(B-114874, August 2, 1968)

95. USE OF GOVERNMENT PER-
SONNEL RATHER THAN CONTRACTOR-
FURNISHED EMPLOYEES-We found that
the Federal Aviation Administration (FAA).
by revising its present arrangements for peri-
odically required maintenance inspections on
certain of its Europe-based aircraft. could real-
ize a substantial reduction in costs of mal .-
nance services. The maintenance inspcctions,
comprising safety, service, and numbe- J
inspections (routine inspections performed
every 300 flying hours), are performed under
a contract with a foreign airline.

We found that the types of inipedtions
made by the U.S. Air Force on its aircraft
based in Germany were very similar to the
inspections required for FAA aircraft and pro-
posed that FAA consider amranging with the




Air Force for the maintenance inspection of
FAA’s aircraft. FAA accepted our proposal
and contacted the Air Force in Europe. The
Air Force, however, concluded that the ini-
tially estimated savings could not be achieved
because the estimate of additional manpower
required to service FAA aircraft had been
understated.

FAA therefore initiated a study to ascer-
tain a more economical arrangement for in-
spection of its aircraft, the results of which
showed that the safety and service inspec-
tions, which would otherwise cost about
$84,300 under contract. could be performed
at Air Force installations by FAA personnel
for about $40,700. a saving of about $43.600
annually. The study showed also that it would
be more economical to have the contractor
continue making the numbered inspections.

Accordinglv, we suggested that the FAA
Administrator approve the proposed plan to
revise the arrangements for obtamming safety
and service inspections of FAA-owned aircraft
in Europe. The FAA Administraior stated
that, to the extent permissible under the Pres-
ident’s directive of January 18. 1948, which
requires a reduction of Amencan presence
overseas, FAA would expand its in-house
maintenance capabilitics.

We were advised by FAA officials thar,
as of June 1969, FAA had been unable to
assume the inspection functions mainly be-
cause the Department of State and the Bureau
of the Budget had declined to authorize an
increase in the number of FAA positions over-
scas. FAA plans to utilize impending position
reductions in the Pacific Region (Tokyo) to
provide the additional positions needed in
Europe. (B-164497(1), September 18, 1968)

96. USE OF THE FORMAL
ADVERTISING METHOD OF CON-
TRACTING-We reported to the Congress in
January 1969 on savings available through the
General Services Administration’s (GSA'S) use

7

of the formal advertising methad of con-
tracting rather than through the contracting
method known as second-phase negotiation.

Under the second-phase method, GSA
requests suppliers of similar items to submit
prices at which they are willing to sell their
products to the Government. GSA then
affords those suppliers which have submitted
higher price offers an opportunity to meet the
lowest price offered. The supphien which
agree to meet the lowest price are awarded a
contract and are listed in 2 GSA Federul
Supply Schedule as available suppliers for the
item. Federal agencies then may purchase
their requirements at the same cont from any
listed supplier for that item.

¥

We had previously issued three reports to
the Congress which showed that the use ot
formal advertising rather than the second-
phase method of contracting was practical
and that the Government could reahze sub-
stantial savings through its effective use.
These reports concerned contracts for the
procurement ol hight bulbs, automotive tires
and tubes, and aircralt tires. We theretore
undertook a review to deterrmane whether
GSA was using the sevond-phase nepotiation
method to establish contracts for other com-
modities.

We found that GSA used the
second-phase method in its comtracting for
three additional groups of commodities
-sound-recording and instrumentation tapes,
heavy-duty electrical batteries. and ithograph-
ic printing plates. Each of these commodi-
ties is purchased in amounts of about $4
million a year. Our review indicated that (ad
formal advertising was practical for many ot
the items in the groups because Federal specr
fications had been established and a sutTicient
number of suppliers existed to permit etfec-
tive compelition for the Government’s
requirements and (b) GSA could 2nhance its
opportunity to obtain fair and rexonable
prices for the remaining items through inde-
pendent negotiations with indasdual sup-
pliers.
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We stated our belief that the second-

phase method did not encourage maximum
Pprice competition because, by affording sup-
pliers the opppriunity to match lower offered

@ poices, GSA provided no incentiver for the sup-
pliers to inmitially submit thglowest prices 2t

~ which they are willing to sell. This method
@ resulted in additiontl suppliers rather than in

more favorable ofTered prices.
>

. ¥ We recommended to the Administrator

.
[

of General Services that GSA (2) discontinue
its use of the second-phase m=thod of cdn-
H.r!cting. (b) take the necessary steps to use
forral advertiung in establishing Schedule
confracts where practical. andsc) use inde-
pendent negotiations in establishing Schedule
cantracts for wtems that are notsusceptible to
formal advertming. . "*

. .
In August ,1968 the Administratot
adkised us that GSA agreed that formal adver-
tising should®e used tn estibishing Schedufe
contraggs whenever practical and feadible gnd
that due consderation should be grven to the
total cost,of supply. He further fPrised us
[ the exisnung Fedenalgspecifications for
sound-reconding and instrumgntationy tapes.
heavy-duty ekvtncal battences. and lithog
raphing plates were not adequate for compen:-
tive procuréments and that. until the specifi-
#Ftofs could be a
platined to awand

priately revised. GSA
ture Schedule contracts

" through intlepgndent negotiations. GSA sub-

sequently advised us that progress was being
made in the development of specifications
adequate for formal advertising (B-163379,
Jafuary 10, 19%9)

97. USE OF FORMAL ADVERTIS-
ING FOR PURCHASING PROPANE-In
August 1968 we reported to the Congress that
during the pennod August 1965 to July 1966.
the General Services Admunistranion (GSA)
awarded four negoniated contracts. amounting
to about SSIR.000. to the same suppiier of
propane for Kincheloe Air Force Base in

Michigan under noncompetitive conditions.
We noted that GSA had not taken effective
action to foster competitiom tor the base’s
propane reguirements. The ravew indicated
further that. Jdespite the exxtences of tght
marketl conditions. propane suppbers might
be influenced 1o enter into compeniton.

We proposed to GSA officuls several
specific steps that we bebieved would tend to
enoourage compelition among propane sup-
pliers. These steps involved peimarnily the
tailoring of GSA's contract terms< o conform
more closelv with the propame industry’s
practices and with the neads of the usang acti-
vity.

GSA revamped its contract terms in line
with our proposal and the sobatad sugess-
tions of selecied propane suppbers and form-
ally advertised for the base’s fisal vear 1968
propane requirements. Ninc respoasive bids
were received. The price obtuned was 27 per-
cent lower than the previous vear’s negotiated
price even though the averape producers’
prices had mcoeased 20 percent. The pnce
abtained represented a reductoa of about
$144.000 in the cost of the stmated quan-
titics compared with the preveous contract
pnve.

In May 1968, GSA imformed us thar
the combined ¢fforts of General Accounting
Office and GSA represeatatmves resulted in 2
more advantapeous fiscal vear 1968 contract
and that GSA's preliminary evakumation indi
cated that the fiscal vear 1969 comtract would
be even more advanageous.

The hstory of GSAs propune procure-
ment constitutes 2 useful case study for pro-
curement instractional purposcs because of
the specific dhstrations 1t provades of pract-
cal steps that may be taken to obtain compe-
tition and. for that matter. 1o Inonease compe-
tition where formal advertiamg s used
(B-164531. August 26, 1968)
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98. COMPETITIVE NEGOTIATIONS-
We reviewed the selection. negobation. and
award of certain contracts at the National
Acronautics and Space Admunistration’s
(NASA's) Manned Spacecraft Center (MSC)
for the purposc of determining whether the
practices followed were in accordance with
the requirements set forth in the United
States Code (10 US.C. 2303gmn.

Briefly, 10 U.S.C. 2304(g) provides that.
in all negotiated procurements im excess of
$2,500 “*** writen or oral discussions shall
be conducted with all respomuble offerors
who submit proposals within a2 competitive
range, pricc and other faciors consdered.”™
The statute does not provade defmitive guid-
ance with respect 1o what is to be included in
the written or onal discussons and leaves to
the contracting agency the responsiblity for
determining the competitive ramge.

Our review of the NASA procurement
instructions, issued to implement the statu-
tory requirements, also indicated a need for
further clarification concerning the writien or
oral discussions and the determunation of
compeltitive range. Because of this lack of
definitive guidance in the statute and in
NASA's implementing procurement instruc-
tions, varying interprelations hkave been
applied by different source seiecton and con-
tracting officers.

We reviewed the sclection of proposals
for negotiations in 47 awards made by MSC
during the period January 1. 1965, through
June 30, 1967. In 17 of the 47 awards. the
selection officers had limited negotzatons to
a single offeror. even thoush the records
showed that other offerors had submutted
proposals that appeared 1o us to be competi-
tive in price and other factoes. The justifica-
tions for negotiations with omly one offeror
raised questions concernng the determina-
tions of competitive rangs and compliance
with the requirement for oral or written dis-
cussions with all offerors wathim that range.

However, the absence of more expheit guid-
ance in che statute and in NASA procurement
regulations and instructions gave sournce selec
tion officials considerable leeway in satstyving
the statutory requirements.

At the complketion of our freldwork. we
discussed these matters extensavely with
NASA officials. who generally coacurred in
our conclusion that there was a need for mone
definitive guidance to source sckection offr
cials. As a result of these discuswons, Procune-
ment Regulation Directive No. 695 was
issued March 10, 1969. This directive provides
additional guidance conceming (a) the deter-
mination of the offerors within the competr
tive range and (b) what 5 to be included in
the aral or wntten dscossions. We expressed
the belief that sswance of this directive
should result in more comsistent axd improved
procurement practices. (Report to the Acting
Administrator. National Acronsutics and
Space Administration. March 18, 1969)

99. CONVERSION OF AN ADVER-
TISED, FIXED-PRICE CONTRACT-We re
ported that in Sepiember 1964 the National
Aeronautics and Space Admumnstralion’s
(NASA’'s) Kennedv Space Center (KSC)
awarded a fixed-prioe contract Yor the manu-
facture of certain Lunch support equipment
for the Apollo program. In December 1965
the contract was converted to a cost-plus-
afixed-fec contract with an effective date
retroactive to the date of the ongnal con-
tract. Conversions of this nature are unusual
The original amount of the comtract was
about $11.5 million: upon its essential come
pletion. the contract amounted to about
$30.7 million.

We expressed the opinion that sufficient
information was available prior to the award
of the contract to indicate that an advertised,
fixed-price-type contract was rol suitable.
Although drawings and specifscatrons for the
equipment were avaihble for bidding pur-
poses, changes in desgn were boang processed




both before and after the bids were received.
Moreover additional design changes of an

unknown magnitude, related to the then
ongoing space vehicle design effort. were
being contemplated. ‘

In such circumstances, where it is not
known with a reasonable degree of certainty
that the contract requirements can be defined
sufficiently to permit the appropriate use of a
fixed-price contract, we expressed the belief
that the option of using a cost-type contract
should be held open as long as practicable. We
also expressed the belief that the problems
discussed in the report were caused YHv an
unnecessary adherence to a decision which,
while well motivated. was not entirely real-
istic at the time it was made and became less
s0 as time wenton.

NASA officials stated that a s+ ificant
number of design changes outside the control
of KSC indicated, in retrospect. that a cost-
reimbursable-type contract would have been
more suitable. In this regard, we were advised
that NASA's procurement regulations would
be revised to provide additional guidance deak
ing with the appropriate use of fixed-price
contracts where there are design uncertainties
and significant potential research and develop-
ment effort. To assist NASA procurement
officials ir dealing with similar problems, our
report was the subject of un article in NASA's
“Procurement Countdo #n.™ an internal publi
cation which is circulated to all NASA
procurement activities. { Report to the Acting
Administrator. National Acronautics and
Space Administration, B-162547. November
29, 19638)

100. CONTRACTING FOR SECU-
RITY GUARD AND FIRE PROTECTION
SERVICES--We reported that our review of
the relative costs of contracting directly for
security guard and fire protection services
rather than contracting indirectly through a
prime contractor showed that annual savings
estimated at more than $200.000 could be

achieved if the Kennedy Space Center (KSC),
National Aeronautics and Space Administra-
tion (NASA). contracted dircctly for these
services. These savings could be obtained

through the elimination of allowances to the -

prime contractor for direct costs, corporate

general and administrative costs, and profit,

We noted that the responsible KSC vrganiza-

tional units maintained operational control

over the subcontracted functions and thereby”
rendered questionable, in our opinion. the

ne2d for management of these services by the

prime contractor. ¥

We suggested that NASA reevoluate the
method of contracting for the services
involved—giving consideration {o comparative
costs and management responsibilities-before
any new contracts for these services are
awarded. NASA advised us that our sugges
tions would be considered as a part of a larger
study by NASA of support services costs at
KSC and that an attempt was being made tc
reduce costs and profit under the present con-
tractual arrangement. As of June 1969 no
change had been made in the method of
acquinng the security guard and fire protec-
tion services: however, we received inform-
ation which indicated that the prime contrac-
tor’s profit and general and administrative
expenses applicable to these services had been
reduced. (B-133394, July 15, 1968)

L]

101. FROCUREMENTS UNDER A
CATALOG- OR MARKET-PRICE EXCEP-
TION TO PUBLIC LAW 87-653—0ur review
of selected negotiated. sole-source, fixed-price
contracts awarded by the National Azronau-
tics and Space Administration’s (NASA's)
Marshall Space Flight Center (MSFC) on the
basis of the establishad catalog- or market-
price exception to the cost or pricing data
requirements of Public Law 87-653 indicated
that MSFC contracting officers had not
obtained and verified sufficient information
on which to determine that the selected pro-
curements qualified for the catalog or
market-price exception.

r




We expressed the belief that, for effec-
tjive ymplementation of the established cats-
log- or market-price exception. contracung
offices should bé required to obtyin and
L4 vefify, to the extent deemed appropriate, evi-

dence showing that substantial %ales of an
itegg”have been made tq other than Govern-
ment customers at the catalog price.

Begause we believed that a lack of
s&ciﬁc guidance in the NASA Procuiement
Regulation was the primary reason for the

> MSEC &ontracting officer’s not obtaining and
‘erifying sufficient infdtmation in deter-
mining whether the proposed catalgg prices
’ qualified for exception to the.cosi or pricing

data requirements of Public Law 87653, we

b proposed to NASA officials that the NASA
Procurement Regulation ‘bc am:‘ndcd "8
» require: ; _
. E
~The act@g to submyrand ertify to
L2 the Exv completeness, ané cur- g
> rency 8f sales data supporting the pro-
¢ priety of his claim that the items
= of:ugd arg exempt from the cost or‘
. §rrong®sta requirements o f Apblic Law
> 87653 5

~The contracting offer to indepen-
dently verif) the cogiractor’s clain of
'niesﬂf the items to the - general public.

. On March #0, 1969. NASA issued a pro-

curement directive Which, if efiectively imple-

v mented, should substantially achieve the

objectives of our proposals. We had proposed

also thap certain other changes in the NASA

Procurement Regulation would be desirable.

We agreed. in gencrzl. duning subsequent dis-

cussions with NASA officals. that further

modifications of the procurement regulations

should be considered on a broader govern-

mental base since other agencies and depant-

ments of the Federal Government., more

specifically the Department of Defense, have

; a common interest. (Report to the Adminr

2 strator, National Acronautics and Space
” i . Administration, B-162009, April 10. 1969)
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FACILITIES. CONSTRUCTION.
AND LEASING

102. DETERMINING REQUIRE-
MENTS FOR FACILITIES=In July 1968 we
issued to the Congress a report on our review
of the acquisition by the Air Force of certain
test, launch. and tracking facilities for the
TITAN 1l booster program and a classified
satellite program. We found that these faciii-
ties had been acquired in accordance v.ith the
original pluins which had not been reevaluated
and updaied despite indications that require-
ments. because of changing circumstances. ‘
were substantially less than oniginally esti- \
mated. Had the plans been reevaluated and
updated. we beiieve that a substantial pcrtion
of the estimated costs of about $26.3 million.
incurred for the following faclitics, could
have been saved.

—~Rard-launch, mobile features of the
TITAN 1]l launch complex, Cape Ken-
nedy, Florvia—estimated construction \
cost of about $23 8 millon

—dasic data record:ng instrumentation
and four storage burdings Edwards Air
Force Base, Calfomia-estinatad pro
curemwnt and constructon cust of
about $320.000

~Trackng and readoul equipment in-
stalled prematurely in Alaska—esti-
mated cost of about $1.7 m=illion to
ma‘ntan equp™ment in a caretaker
status unnl nesded

In response to our findings and proposals
for strengthening the planning procedurcs for
facilities acquisition. the Air Force advised us
that it recognized the problem wnd was devel- ”
oping criteria specifications for application
within its existing revicw system. The Dirce-
tor of Defense Rescarch and Engineering
advised u< that the Army and Navy had re-
viewed their rezulations and that the Navy
would modify its existing procedures to pro-
vide additional safcguards.

. 2 :




We recommended that the Secretary of
Defense take action to ensure that the proce-
dure; of the military departments limit the
acquisition of facilities to those actually
needed to fulfill firm program requirements.
On September 4, 1968, the Directur of De-
fense Research and Engineering replied to this
recommendation on behalfl of the Secretary
of Defense. The Director stated that the
Department of Defense believed that existing
procedures of the Army, Navy, and Air Force
were adequate if fully adhered to. He stated
also that the Air Force and the Navy were
taking steps to strengthen their existing proce-
dures. (B-164027. July 3, 1968)

103. DETERMINING REQUIRE-
MENTS FOR MILITARY HOUSING-We
made a survey of the policies. procedures. and
practices of the Department of Defense in
determining requirements for family housing
and bachelor officers” and enlisted quarters.
The survey was directed toward arriving at an
informed opinion as tc the general reliability
of the <tudies. conducted by military installa-
tions. which formed the basis for the fiscal
year 1968 request to the Congress for authori-
zation and funds to build additional accom-
modations at specific locations. Our report on
the survey was issued to the Congress in Feb-
ruary 1969.

We found that. although the family
housing studies of the installations included in
ou: survey were complex and, in our opinion
unnecessarily costly, the results of the studies
were of guestionable validity, principally
because proper evaluations kad not been
made of existing available housing in nearbv
communities. For example. we identified
about 950 vacant rental units that met De-
partment of Defense criteria in the vicinity of
the Naval Air Station. Alameda. Caiifornia.
and of the Naval Supply Center and th- Naval
Hospital. Oakland. California. This w-s about
600 more units than the 332 units identified
in the studies of the three installations. Fur-
‘hermore, according to the Federal Housing

Administration, there were about 15,800
vacanrt rental units at that time in the counties
in which the three installations are located.

We also found lesser shortcomings in the
studies which added to the unreliability of the
results of the family housing studies.

QOur survey also showed a need for im-
provement in the determination of require-
ments for bachelor officers’ quarters. We
found instances where the need for construc-
tion of additional quarters had been deter-
mined (a) without adequate consideration of
the quarters available at a nearby iustallation
or of the housing facilities available in the
community. (b) on the basis of questionabl.
classificaticn of existing quarters as being
unsuitable—including permanent-type struc-
tures completed in recent years. and (c) on
the basis of overstated projections of future
personnel strength.

The military audit agencies and the in-
stallation internal review groups were gen-
erally not conducting independent audits and
checks of the requirements for family hcusing
and bachelor officers’ quarters at the instal-
lations included in our survey.

We recommended to the Secretary of
Defense that:

—Procedures be revised to provide more
comprehensive studies of the availabil-
ity. both current and prospective, of
private housing in the community.

~The military departments be required to
establish a pgram for training key per-
scnnel in the policies, procedures, and
practices to be foliowed in family hous-
ing surveys.

~The family housing survevs be simpli-
fied

~The requirements computations made
by installations for family housing and




bachelor cfficers’ quarters be ¢wen
appropriate attention by the miidary
audit agences.

The Assistant Secretary of Defense (In-
stallations and Logistics) agreed. in general
with our conclusion that the determinations
of requirements were in need of improvement
and outlined corrective actions along the lines
we recommended. He did not agree. however.
with our conclusion that the studies which
formed the basis for the fiscal year 1968 pro-
gram were of questionable validity.
(B-133316, February 18, 1969)

104. MILITARY BUILDING PRO-
GRAM IN THAILAND-Approprations for
military construction in Thailand amounted
to about $395 million from fiscal year 1965
through fiscal year 1969. In a report issued to
the Congress in June 1969, we presented our
findings that the organizational structure
established to administer the program in Thai-
land was not adequate to enforce Department
of Defense (DOD) policies regarding austcre
construction and to coordinate the siting of
proposed construction projects. As a result:

~The types and costs of personrel hous
ing differed substantuially from DCD-
prescribed austerity standards. Sore of
the housing projects cost an estimated
$3.3 million more than they would have
cost had DOD standards been adherec!
to.

~The lack of coordination among the
various organizations responsdle for
base development in Thailand resstied
in mistakes in the selection of prosect
sites and in wasted design costs.

We suggested that, in future malitary
construction programs of the nature of the
Thailand program, the Secretary of Defense
establish a single authority, sufficeently
staffed, to ensure that all facets of the pro-
grans are adequatcly coordinated and con-
trolled.

The Deputy Assistant Secretary of D~
fense advised us that. as 2 result of lessons
learned in Southeast Asia. a centzal orgamiza-
tion and control such 2s that employed in
Vietnam is advocated in the DOD published
guidance. de advised us further that. in con-
sonance with this policy. the Commander.
U.S. Forces. Korea. had been pronaded with
authority 1o exercise strong. centraared man-
agemeni and direction of the curient cons
struction program in Korca (B-159451 June -
12, 1969) -

¥

105. LEASING OF COMMUNICA.-
TIONS FACILITIES IN EUROPE-Our re-
port to the Congress on a9 caober roview
(B-161992. September 22. 1967) presented
our findings that sasings could be obtuned if
the military comrands m Europe cffectively
used spare Government-ownsd communica-
tions circuits in place of lkased lines. A
follow-on review was undertaksn o ascertain
what actions the Department of Defense had
taken or planned to take 1o obtam better use
of these spare circuits. Our report on the
follow-o0 review was issucd 1o the Congress in
Apnil 1969. :

We found that actions iakem by the De-
fense Commuaications Ageacy. Lurope
(DCA-E). and cther militar Zernccs in
implementing our carlier recogrmendations
had reduced hase cosis by zbout %4 1 pullion
as of October 1968 with a comrsponding ben-
eficial effect on the balince-of-payments
problem.

V= found also that the mubrary senices
and other Government agencics were andridu-
ally contrcting for lcased linss. n the opin-
ion of DCA-E. additional savings could be
realized and betier service could be obtained
through the cstabl.hment of 2 contralized
leasing 2gency in Europe.

We suggested that the Sccretary o1 De-
fense consder establnhing 2 conttrad Kcasing
agency i Eurnpe to achane forsher savings.
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The Department of Defense concurred with
this suggestion and on July B, 1969, advised
us that such an agency had bzen determined
to be feasible and that a field office of \he
Defense Commercial Communications Office
would be established in Europe in fiscal year
1970 (5161992, April 29, 1669).

106. NEED FOR IMPROVED COOR-
DINATION OF TRANSMISSION-LINE
DESIGN AND CONSTRUCTION PRAC-
TICES-In our August 1968 report to the
Congress, we stated that. although there has
been some improvement in coordinaticn of
transmission line construction prictices since
our prior report to the Congress (B-114858,
April 29, 1966). we found that the Bureau
of Reclamaticn and the Bonneville Power
Administration (BPA) had independently de-
signed their respective sections of a 500-
kilovolt (KV) alternating-current line. The
two agencies also specified 4 number of
canstruction practices which differed signiti-
cantly in terms of cost and. in some cases,
reiiability and safety stoadards. We estimated
that there was a diffetence of about $3.7
million between the estimated cost for design-
ing and constructing the Bureau's 94.3-mile
section of the 520-KV line and the estimated
cost for designing and constructing the adjoin-
ing 94.3-mile BPA section.

During our review we noted that the
Bureau and BPA were to participate in the
construction of a 750-KV directcurrent line
and that the ‘wo agencies were planning to
follow many of the differing practices for the
design and construction of their respective
sections of the 750-KV line. In view of the
op.portunity for the Government’s achieving
econcmies through increased coordination,
we discussed our findings with Bureau and
BPA officials in April 1957 and formuily
advised the agencies and the Depar —ent of
the Interior of our findings by letters duted
June 6, 1967.

Unon completion of our review, we

formally submitted our findings and proposals
to the Department of thc Intenor for com-
ment. In March 1958. the Director of Survey
and Review, Department of the Interior,
inforined us that the Department did not take
issue with the general thesis of the report—
that improvements should be possible from
more uniformity in the practices of the larfe
power agencies. In response to our proposal,
he informed us that the Assistant Sccratary,
Water and Power Development, had
appointed a task force, chaired by a member
of his immediate staff and including reprgsen-
tatives of the Bureau, BPA, and the South-
wes*zm Power Admiristration, to study
apency practices and inconsistencies and to
recommend affirmative impto‘vcmcnt policies.

The action taken by the Department was
consistent with our proposal and should result
in imaroved coordination, We plan to follow
the progress of the study and, when the study
is completed. to review and evaluate the
resuits as well as any action subsequently
taien. (B-114858, August 5, 1968)

107. STRENGTHENED POLICIES
AND PROCEDURES TO REDUCE COST OF
RAILROAD RELOCATIONS-In our Decem-
ber 1968 report to the Congress, we reported
that the Bureau of Reclamation, Department
of the Interior, had proviczd four railroad
companies with replacement facilities which
wcre better than the facilities being replaced
because Bureau instructions did not clearly
define the Government’s obligation for equi-
valent replacement. In those instances where
sufficient information was available to estr
mate the costs wvolved, we believe that the
Burceau ~oulG have saved about $436.000 by
providing only those replicement facilities
necded 10 meet the Goveroment’s obligztion
for equivalent replacement.

We suggested that the Rureav revise its
instructions to (a! require a more formal
desc..otion of existing facilities and detailed
comparisons between cxisting and proposed
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replacement facilities, (b) require that pro-
posed relocation agreements be reviewed for
_policy aomplia: _e by the Chief Engineer and
"significant concessions deemed necessary in
the ments be apfroved by the Compis-
sioner of Reclamation, (c) assure_ Pureau
negouators that condemnation is an aveilable
recourg action when it is pelieved that the
railroads are requestic g more than should be
provided, and (d) require that nominal or sal-
vage value be considered as the basis for pay-

for facilities that will not be relocatdd.

In, rédponse, the Department agreed,

& .

with one exception. to implcfent our sugges-
In March 1969, however, the Dc_part-

ment advised the Bureau of the Budget that

the Department agreed with all of our sygges-
tions. (B- 114885, December 30, 1968)

108. CHANGES IN PLAHS DURING
DEVELORMENT OF FACILITIES In a re-
port issued to the Céugress in Auglst, 1968,

*we pcinted out that the Post Office Depart-¢

ment had in additional costs at the
completed, major mechanized .nai.-handlin?

“facilities at *Baffpld. Cincinnati. Omaha. an

Toledo tohling about $4.8 million for addl-
tional constructior work, for chankes in
mechanized mail-handling systems, and for
renta! of space in the completed buildings
that had Jot bgen used pending .ompletion of
the mcchumuon Also. fps . resuit of
changes, the Depamment experienced delays
ranging from 13 to 34 months in obtaining
full use of the facilities.

We beljgved that niany of the changes in
plans for the facilities wculd have been
unnecessary and that most of the additional
costs and delays might have been avoided if
the Department had had adequate procedures
for planning and contracting for the buildings
and mechanized mail-processing systems. We
belicved also that, with adequate procedures,
ithe Department would have had available
information on which it could have made firm
and sound decisions regarding building and
mechanization needs.

The Dcpartment had recormized the
need for adequate plunning and had tzken. or
wa: in the process of taking. actions to
improve the procedures used for planning
major mechanized facilitics. These acticns
included:

—Revising contract provisions to provide
for terminating mechanization contracts
at the convenience of the Government,

—Revising agreemants-to-lease to reguire
payment of hquidated damages by les
sOrs in cases where buiidings are not
completad in time to avoid delays in the
installation of mechanized systems by
other contractors.

—Strengthing the Department's re
search and engineering capabilities and
upgrading the prior QOffice of Research
and Enyineering to bureau status.

—Estatiishing a Major Facilities Review
Committee 10 improve coordination of
the efforts of the various groups in-
volved in plenning and constructing
facilities.

—Establishing a program for standardizing
the mechanization to be installed in
future facilities and for developing de-
tailed criteria for certain of these sys-
temrs.

~improving long-range planning through
the development and amwal un-dating
of a S-year prcgram for equating major
facility plans with manpower and fiscal
resources.

—Shortening the time required for dewel-
oping new facilities through concurrent
planning by different organirational
groups.

In commenting on our ¢raft report, the
Deputy Postmaster General advised us of cer
tain other actions whi-h the Department was
taking to improve th.: plarring for major
facilities. In our oninion, ti.e actions that the
Department had taken and planned to ke
would, if properly implementeq, result in im-




peoving the planning for major facilities.
(B-114874, August 23, 1968)

109. COORDINATION OF PLANS
FOR JOINT PROJECTS-Our review of se-
lected aspects of the Post Office Departmant’s
program for extension and modernization of
Government-owned post office buildings in-
dicated that the Department needcd to co-
ordinate its plans for joint projects with the
General Services Administration (GSA) earlier
than was required by its procedures in order
to avoid delays in commencing work on the
projects. A ioint project is one on which *he
Department provides funds for work on the
portions of the building used for postal oper-
ations and GSA provides funds for work on
the portions of the building used by other
Federal agencies.

We found that extension and moderniza-
tion projec:s in the Boston Postal Region gen-
erally had taken from 6 to 8 years of plarning
time and that the completion of such projects
had been delayed becuuse tiie Department
had not timely coordinated prciect plans with
GSA. As a result sufficient funds had not
been requested to permit the work to com-
mence promptly.

We recommended that the appropriate
Post Office Department ofTicials be instructed
to revise the Department’s proceduses to re-
quire that (2) GSA be informed. at the earliest
practicable date, of the Department’s plan fo¢
extending and modernizing postal space in a
Government-owned building and (b) the De-
partment’s planning for each joint extension
and modemization project be coordinated
with GSA to the extent that the two agencies
will 2= m a positicn to timely request ap
propriations for financing the project in the
same fiscal year.

In commenting on our rcport, the
Deputy Postmaster General agreed that early

- coordination hetween GSA and the Depart-
ment is necessary to effectively plan, develop,
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and complete extension and modernization of
Federal buildings on a timely basis. He stated
further that, as a result of a mecting with top
management of GSA, a joint working commit-
tee was cstablished to review, on a quarterly
basis, ali major facility projects. proposed
cither by GSA or by the Department.
(B-162585, July 31, 1968)

110. ESTABLISHING SPACE AND
MECHANIZATION REQUIREMENTS-On
the basis of our review of the Post Office De-
partment”s planning for four completed facil-
ities and four {acilities under development, we
believed that, in estimating future mail vol-
umes, the Department had not given adequate
and timely consideration to the probable
changes in mail volumes and distribution re-
sponsibilities that would result from full im-
plementation of previously approved natior-
wide mail distribution pians. As a result, the
mail-processing capacities of the eight facil-
ities may vary subs .ntially from the capac-
ities that vill be needed in the future to proc-
ess the mizil under tlie Department’s long-
rangs mail distribution plans.

The two principal natiynwide mail distri-
bution plans that we believed the Department
had inadequately considered were (a) the
Nationvide Integrated Postal Servic. (NIPS)
plan ~hich was initiated in January 1960 and
which provided for establishing sectional
centers in metropolitan areas, with the centers
having responsibility for processing mail origi-
natin: in, or destined for, the post offices in
assigned geographical areas and (b) the zone
improvement plan, commonlv referred to as
the ZIF code plan, which was announced in
November 1962 and which provided a meth-
od ro: simplifying the couting of mail by
using five-digit numerical .wdes to identify
destinations by the 551 sectional centers.
These two plans have had »nd will continue to
have, substantial effects on mail volumes at
specific facilities throughout the naticn.
These mail distribution pluns are teing imple-
mented by the Dopariment as rapidly as facil-
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ities, equipment, and other resources becems
available.

With respect to the facilities covered by
our review, we found that the effects of full
implementation of the NIPS and ZIP code
plans on the volumes of mail to be processed
and the related space and mechanization
needs had not been evaluated by the Depart-
ment until long after the plans for the facil-
ities had been established. Further, when such
evaluations were made, the effects of changes
in mail Jistribution plans were not considered
for some categories of mail.

For examr!z. the mail-handling facilities
at Buffalo, Cincinnati, Omaha, and Toledo
wi.re pianned on the basis of mail-volume data
obtained between 1957 and 1959, which was
prior to the establishment of the NIPS plan in
January 1960. Although construction of these
facilities was not started until June 1961 or
later, we found no evidence that the data

initially used in planning the buildings and.

mechanized mail-handling systems had been
adjustecd to give ful' consid::ation to the ef-
fect that implementation of the NIPS plan
would have on the volumes of mail to be

processed.

As the planning for these four facilities
was in the preliminary stages and the con-
tracts for the construction of the buildings
and the installation of mechanized equipment
had not been awarded, we believed that the
Department had had adequate time to evalu-
ate the impact that the NIPS plan would have
on mechanization and building needs.

So that the Department could give full
and timely consileraticn. in planning facil-
ities, t¢o the changes in mail volumes that
would rewult from implemeniuion of ap-
proved nsdonwide mail distribution plans, we
belicved that the distribution and operations
cuncept for each facility should specifically
set out a description of existing and proposed
operations, the changes expected to result
from implementation of all approved mail dis-

tribution plans, and the proposed time
schedule for implementing these plans.

The Deputy Postmaster General, in com-
menting on our draft report, stated that the
formal distribution and operations concept
for each proposed new postal facility already
spelled out the functions of the new building
as related to the Department's nationwide
long-range planning, inciading the existing
operations which were to be continued.

We recommended that tne Postmaster
General require that the Department's plan-
ning personnel establish, for each proposcd
new facility, a ~learly defined distribution and
operations concept containing, among other
things. (a) the changes in mail distribation re-
sponsibilities that will result from full imple-
mentation of all approved national mail distri-
bution plans, (b) the proposed time schedules
for implementing these plans, and (c) any
special instructions that may oe needed to en-
sure that space and mechanization require-
ments are determined on the basis of the
types and quantities of mail that reasonably
may be expected. (B-114874, August 23,
1968)

111. DEVELOPMENT OF DRAW-
INGS AND SPECIFICATIONS FOR HOS-
PITAL CONSTRUCTION-In September
1968, we reported to the Congress that the
Veterans Administration (VA) needed to
improve its reviews of drawings and specifica-
tions prepared hy architect-engineers (A-Es)
before solicitation of hospital construction
bids. We found that 181 change orders costing
about $655,800 had been issued under two
construction contracts because VA had not
detected, in its review of the drawings and
specifications prepared by A-Es. numerous
errors and omissions in the documents and
pecause officials of one ¢ f the hospitals had
rec. mme:nded changes after the construction
work had beon started.

We found also that the amount of time
devoted to the revicw of the construction
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documents by VA often had been I «s thn
that authorized, because of conflicting sub-
missions of such documerd by other A-Es
" dt?Sigl'liﬂg hospital projects. VA did not Lave
writter. proceduges ar ifor o juirements for
@chaduling the submission and 1 oview of draw-
ings and spevifications prepared® uv A-Es, and
1t practices did r.ot provide for revie vs of the
&nstruction documents by local hospit.! offi-
cials during the design stage of a new hosyital
pl’Ojt:L;l.
e v
VA concurred, in general, with our pro-
posaig and established standard operating pro-
cddures for scheduling spd reviewing the work

@ of A-Es. (B-133044, September 9, 1968)
» »

.

~ 112. DEVELOPMENT OF WORKING

DRAWINGS AND SPECIFICATIONS F@R"®

LOSPITALS-In Junc 199, weweported to
the Congress that the Veaterans Administra-
uon P\’ A) could *’mpro\.-t: i1ts ho;bi'..;l construc-
tion progfam and avoil unreclssary costs

through mpre effective administ -ation o? thus

program. We found thot. for seven VA
:*.uspit:;\l projugt. ander design or constra€tion

»during fisch! years 1961 thraugh 1968, VA
had authorized architect-engineersto startyh=
development of working drawings and specit®
cations before it acquired the selected hos-
pital sites even though®such documents were
fully uséful only for the construction of the
buildink on 2he site for*wnich the design was
presared. For twosof these projecis. the work-
ing drawings and specifications. which were
developed at a cost of about $1.6 million. will
have limited use, or possibly no use, in the
constriftticn of these projects principally b=
cause VA was unable to acquire the selected
hospital sites.

'We expressed the belief that VA should
first acquire the land and then develop the
working Irawings and specifications because
(a) unforeseen changes may occur which could
aifect land negotiations and (b) the working
drawings and specifications could have limited
us¢ or no use if the selected hospital site can-

»
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not be acquired soon after completion of such
documents.

We therefore recommuended that the
Administrator of Veterans Affairs (a) estub-
lish a firm policy requiring that hospital sites
be acquired before starting the development
of working drawings and specifications and
tb) in implementing this policy, emphasize to
responsible agency ofticials that every reason-
able effort be made to acquire the selected
hospitul sites by the iime scheduled for start-
ing the develhpment of working drawings and
specifications. The Deputy Adninistrator of
Veterans Affairs advised us thai VA did not
agree that hospital sites must always be
acqu cd before starting the design of hospital
buildinges. (B-133044, June 6, 1969)

113. RENEGOTIATION OF LEASE
AGREEMENT-On March 1, 1968, in a letter
to the Director, National Burcau of Standz1ds
(NBS). Department of Commerce, crncemning
our review of NBS's lease agreement with a
university. for NBS occupied space in thr
university's institute for laboratory astrophys-
ics building., we estimated that NBS's an.aal
rental rate of S137,400 would, over the usc ui
life of the facilities, result ir. the uriversity's
receiving shout $81.000 in excess of the cost
of constructing and financing the portion of
the facilities being used by NBS.

We suggested that it would be reasonable
fur NBS to renegotiate the lease agreeme.it
consistent with NBSs commitment to the
university conceming its participation in the
institute ~ad in recognition of the estimated
useful lite of the facility and the Govemn-
ment’'s contribution to the cost of the facil-
ttics. The Director. NBS, by letter dated April
25, 1968, agreed in general with our findings
and suggestions. He stated that NBS had re-
considered the basis for arriving at a rental
rate and concluded that a reduced rental
would be appropriate.

As a result of our suggestions, officials of
*he N3S Boulder Labcratories met in May

-



1968 with representatives of the university in
regard to renewal of the lease for fiscal year
1969. In July 1968 the university informed
NBS that the annual rental rate would be re-
duced by $8.000 to $129.400 and that the
rental rate was co'.tingent upon costs actually
incurred and the rate would be detenmined on
a year-to-year basis. (Report to Director,
National Bureau of Standards. Department of
Commerce. March !, 1968,

PROCUREMENT PROCEDURES
AND PRACTICES

114. REQUIREMENTS CONTRACT-
ING FOR SMALL PURCHASES-About 70
percent of the Department of Defense (DOD)
procurement efforis were being spent on a
large number of transactions for small
purchases—supplies and related needs in
amounts which did not excced $2.500. Al-
though small purchases accounted for more
than two thirds of all DOD procurement
transactions in fiscal years 1966 and 1967,
they amounted to only 4 percent of the total
-DOD procurement dollars. Procuremen? regu-
lations provide several methods for making
smali purchases. We undertook a review to
consider whether one such method—
requirements contracting -would be more
econcmical than frequeiat small purchase
transactions and to evaluate the performance
of certain other small-purchase operations.
Our report on the review was issued to the
Congress in February 1969.

A requirements contrict provides for
filling all purchase requirements for specific
supplies during a specified contract period.
with decliveries to be scheduled by timely
placenicnt of orders upon the contractor. Tt :
2Lvantages of requirements contracting are
wwotold. It permits supplies in storage depots
to be maintained at lower stock levels, and it
provides a means of obtaining lower unit
prices through purchases in larger quantities.

The military departments generally were
not accumulating sufficient information con-

ceining small purchases (volume of purchases
by Federal Stock Class and by vendors) to
serve as a basis for determining the most
economical and appropriate procurement
methods. We found tnhat. at thosc purchasing
activities where such information was being
accumulated and was being used to contract
for estimated annual requirements, favorable
prices were being obtained and administrative
costs were being reduced. We expressed the
opinion that substantia! savings could be
realized if this practice were more commonly
used.

We rescommended that the Department
of Dziense:

Accumulate information on the solume
of purchases at selected installations for
selected commodities as a basis for as-
rertaining the most beneficial proc.re-
ment method.

—Provide further guidelines to installa:
tions for determining when a require-
ments contract or some other method
wo.id be appropriate for prccurement
of a particular commodity or class of
items.

In respons» the Department stated that
a test was buing conducted which might pro-
vide a baus for anticipating the needs for
requirein:nts-type contracts and that our
recomm:ndations would be considered fur-
ther at the conclusion of the test.

The Department is pursuing 32 objec-
tives for more effective and efficient small-
purchase opcrations and has furnished us with
periodic reports on the status of these efforts.
We plan to review. at a later date. the imple-
mentation of actions taken by the Depart-
ment. (B-162394, February 3. 1969)

115. APP".ICATION OF THE ECO-
NOMIC ORDER QUANTITY PRINCIPLE IN
PROCUREMENT—The economic order quan-
tity (EOQ) is that quantity which strikes a
balance between (a) the higher procurement



costs but lower storzgc co ts of frequent pur-
chases in small quantities and (b) the lcwer
p-ocurement costs but higier storage costs of
less frequent purchases in larger quantities. In
a report issued to the Congress in June 1969,
we presented our findings that applicable
Department of Defense (DOD) instructions
for the use of the EO( principle were sound
but were in need of revision with respect to
what types of items shoula be covered and
wkhen cost factors should be revised.

We found that current and accurate cost
data were not available or were not being used
by the military services in computing require-
ments under the EOQ principle. On the basis
of the best cost data available. we estimated
that, ii the cost factors were updated and
used:

~The Air Force, by initiating a one-time
additional investment of $50 millior: in
inventory, rould reduce 1ts annual oper-
ating costs between $12 million and
$17 mition.

~The Navy could reduce its investment in
inventory by about $4 million and its
annual operating costs by about
$500,000

~The Army could reduce its investmant
in inventory by about $200 000 and its
annual operating costs by about
$400.000

In respcase to our suggestions for im-
proving the application of ihe EOQ principle.
DOD stated that current instructions were
being revised and that they would provide
firm criteria relating to deviations from the
EOQ concept. DOD stated alsn that the cost
factors would be revised 2nd updated period-
ically. (B-133396. June 30, 1969)

116. PROCUREMENT OF EQUIP-
MENT FOR ACADEMIC FACILITIES—Inan
April 1969 report to the Acting Commis-
sioner of Education, Department of Health,

Education, and Welfare, we discussed certain

situations pertaining to the equipping of aca-

demic facilides constructes with Federal

financial assistance, which, we believed,

should have been considered by the Office of

Education (OE) in its efforts to efficiently

administer activities under the academic facili- -
ties constn!ction program.

We found that, in procuring movable
equipment for academic facilities, grantees
had not always followed th= instructions con-
tained in the OE procurement guide and had
not always devzloped meaningful equipment
specifications desimed to nsure adequate
competition. We ¢ _ressed 1.. .:zlief that the
maxim. .m benefits available from competitive
procurement practices are not reaiz>d wnen a
grantee institution does not provide prospec-
tive suppliers with equipment specifications
that clearly show the quality and quantity of
equipment desired or when only one supplier
is solicited for each item of equipment.

Qur review also showed a r.eed for OE to
disseminate information to grantee institu-
tions as to the maximum allowable prices for
certain items of equipment. Although the
maxiunum prices which would be approved
for some items of fumniture were listed in an
operations manual prepared by OE, we were
advised that the manuai had not been made
available to institutions which purchased
equipment with Federal financial assistance.
We pointed out that two federally assisted
construction projects had been eouipped with
certain fumiture that had cost more than the
maximum allowable prices established by OE
for such equipment and that a third project
had acquired equipment more elaborate than
appeared to be required and for which OE
had not established a maximum price.

We recommended that OE reemphasize
to grantees the importance of preparing
meaningful equi;.ment specifications and of
soliciting more than one supplier. whenever
feasible, as an aid to achieving maximum
economies in the use of Federal grant funds




for equipping academic facilities. We recom-
mendea also that OE expand the list of equip-
ment itcms.for which maxi wm eligible prices
«ad Leen established to include additional
items of equipment whick, on the basis of OE
experiend®, had been purch-sed in mord
elaborate form than required or the pMject
purposes asd provide such list to all institu-
tions recelving Federal financifl assistance in
the construction of academic facilities.

Wagwere informed in June 1969 that OE,
p'anned to iake action along the lines of our
Jyecommendcatipns. (Report to the Acting
Commissicher of Education. Dgpartment of
Health® Education, and Welfare, Apnl 17,
1969) * »

- ’

117. POTENTIAL ECONOMIES IN
DRUG PROCUREMENT-We reparted togthe
Secretary of Health, Educatiop, and Welfare
in September® 968 on opportunities for econ-
omies in drug precure®ent bys the fndian
Health Service (foymerly Division of Indian
Health), Health Services and Mental Health

Administration.

» * s

- .

We poin‘led out that savings cot:ld be
realized if greater emphasis were p!aced'on
the benefits of centralized and competitive
buying through the Public Healsh Service sup-
ply center pr rtwough Vetcrans Administra-
tion supply depots and if . 1 Wlume of drmg
products purchased ®oy , lield installations
directly from manufacturers and local whole-
sale establichments, totaling about $1 miilion 2
year, were reduced. We helieved that there was
a need for cénsidering *he benefits to be
derived frcm the establishment of a program-
wide drug formulary which, together with
better inform *ion on drug usage by ficld
irstallations, would help in determining the
drugs that would be procurzd centrally on a
com.petitive basis and generally at lower prices
than drugs procured locally.

We pointed ~ut also that drug-pricing
methods in some contracts with private
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pharmacies which femish prescriptions to
Indian beneficiaries were based on cest-plus-
percentage-of-cost features that were not con-
ducive to economical drug purchasing as they
might encourage the dispensing of higher cost
drug prcducts than might be needed. We
recommended that reimbussement to the
pharmacies be based on actual acquisition cost
plus a fixed professional fee.

L
We poinied out further that, in son:e

locations, recurring or repetitive-type pre-
sgriptions for Indians treated .n non-Govern-
ment facilitics had been filled by private
pharmacies, with the resuit that the benefits
of lower cost drugs obtainable from Indian
Health Service pharmacies had not been
obtained.

In response to our recommendations for
strgrethening the controls over drug precure-
ments and realizing the possible economies
indicated by our review, the Assistant Secre-
tary. Comptroiler. informed v's in December
2968 of a number of actions that would be
initiated. He stated, however, that the Indian
Health Service did not consider it desirable to
require the filing of recurring or repetitive-
lvpe prescriptions from Indian Health Service
pharmacies because this procedure would
preclnde the pharmacies which are not
locateu in the vicinity of the Imdian benefi
ciarizs from providing direct oral instructions
on the proper use of the diugs. (B-164031(2),
September 3G, 19438}

118. BETTEA PRICES AND PUR-
CHASE DISCCUNTS THROUGHK VOLUME
PROCUREMENTS-In a March 1969 report
to the Joint Committee on Atomic Energy,
we reported that, although the Atomic
Energy Commission (AEC) generally provided
for a system of managing equipment in an
zffective and efficient manner. certain econo-
mies would be available through more
effective use of volume procurements.

We reported that, when the procure-
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ments by AEC contractors were considered in
total, there were a number of items purchased
in large quantities. Althcugh in some
instances contractors, by consolidating their
requirements, had realiced savings trrough
receiving volume discouniz, we found that
certain items of equipment had been pur-
chased individually or in small quantities. We
suggested that better exchange of procure
ment information and earlier forecasting of
requirements should permit the procurement
of like items in large quantities, which would
provide opportunities for obtaining better
prices. We suggested =z!so that additional
opportunities for econcmies in procurement
were available through more extensive use of
such special arranzements as the offer-of-sale
agreement which was innovated by AEC and
which is being used. to some extent, at certain
installations. This agreement provides for a
purchase discount based on the volume cf
procurements within a specified period of
1me,

We discussed our findings with AEC offi-
cials, who were receptive to our suggesticns.
Thiey pcinted out that they had been giving
continuing attention to these areas and
advised us that they would ccntinue to
emphasize their efforts. (B-160731, March 14,
1969)

119. COMMERCIAL PROCURE-
MENT VERSUS IN-HOUSE FABRICA-
TION-=In a renort submitted to the Congress
in October 1968, we pointed out that, in two
cases in which the Atemic Energy Commis
sion (AEC) had procured products 'or its own
use from private industry, the procucts might
have been manufactured in AEC-owned,
contractor-operated plants at lower costs. The
estimated costs of about $8.8 million to pro-
cure the products commercially were about
$1.8 million mors than it might have cost to
manufacture them in AEC's contractor-
cperated plants.

We found that AEC had authonized con-
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tinued commercial procurement of fuel
assembhies for the High Flux Isotope Reactor
at Oak Ridge. Tennessee, at an estimated cost
of §7.2 million to further its leng-range
eftorts to establish an efficient. stable, compa-
titive industry for sapplying test and research
reacter fuel. Inforr.ation available to AEC at
the time the mrocurement was authornzed
indicated that the assemblies might have beer
fabricated in-house at savings cf sbout S1
million.

We found also that AEC had directed
that the manufacture of certain beryllium
metal parts at its contractor-operated plant at
Golden, Colorado. be discontinued in favor of
commercial procurement of the parts. AEC
considered re.sonable the prices offered by
industry and tulieved that commesrcial nro-
curement would assist in maintaining industry
capacity to meet possible future needs. We
believe that about $500,000 could have been
saved on about I1.6 million worth of com-
mercial procurement: if production at the
AEC plant had been al:owed to continue.

We questioned whether the considera-
tions cited by AEC justified incurring the
additional costs. We recommendaed that, for
products involving significant costs, which are
solely or primarily for AEC’s needs and which
are capable of being produ-ed in available
AEC-owned. contractor-operated facilities,
AEC advise the Joint Committee on Atomic
Energv of its plan to purchase such products
from commercial sources when incremental-
cost comparisons show that svvstantial sav-
ings might be achieved through in-house pro-
duction. AEC believed that the decisions
made in the two cases cited by us were justi-
fied under the circumstances. AEC. however,
agreed to accept our recominendation.
(B-164105, October 22, 1968)

120. ACQUISITION OF LANC FOR
RESERVOIR PROJECTS-In February 1969,
we reported to the Congress that the Corps of
Engincers, (Civil Functionsj, Department of




the Army was acquiring fee title to thousands
of acres of reservoir project land when less
costly flowage easements would have sufficed
or when no intcrest in the land was required
for water control purposes. We estimated that
the additivnal cost of =rquiring fze title to
388 selected tracts at ' ev2n “eservoir projects
amounted to about $? 7 miilion.

We recognized that fee acquisition may
have been desirable to satisfy purposes oiher
than water control. We found, however, that
the Corps had not identified the acJitional
cost incurred for other project purposes.
mainly recreation and fish and wildlife. even
though the Fish and Wildlife Coordination
Act indicates that the Congress desires cost
information relating to land acquired for fish
and wildlife purposes. We found also that the
total cost of the land acq .ed for recreation
purposcs had been paid for by the Federal
Government even though some of these costs
may have been properly financed by non-
Federal interests under the cost-sharing pro-
visions of the Federal Water Project Recrca-
tion Act.

In response to our proposals. the Depari-
ment of the Army stated that information on
acreages and approximate costs to be incurred
for such purposes as recreation and fish and
wildlife ¢could be furnished to the Congress. if
it was desired. With respect to the additional
financing which may have been availabl: from
non-Federal sources. the Department stated
that this would tend to decrease rccreational
development by local interests and. at some
future date, -ould cause substantial adminis-
trative problems.

We expressed the belief that the Cor-
gress, in prescribing the nature and extent of
reservoir project purposes. might wish to
require that the Corps identifv, for congres-
sional consideration. the cost incurred in
acquiring greater interests in land than are
needed for water control purposes. the pur-
poses for which such interests are acquired,
the related acreages, and th. benefits to be
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derived from such interests. We stated that
the Congress might also wish o express its
intent as to whether the additional costs in-
curred for recreation and fish and wildlife
purposes shall bz treated as separable costs
and be subject to cost sharing under the pro-
visions of the Federal Water Project Recre-
ation Act. (B-118634, February 3. 1969)

121. UTILIZATION OF EXCESS
FEDERAL PERSONAL PROPERTY BY
STATE EMPLOYMENT SECURITY AGEN-
CIES—In a report submitted to the Congress
in September 1968, we stated that the Bureau
of Employment Security, Department of
Labor, could have realized savings if the
Bureau had cstablished and impiemented a
policy which would have enabled the ¥State
employment security 2gencies to acquire ex-
crss Federal personal property for use in their
State and local offices. The Bureau proce-
dures permitted State agencies to use Federal
funds to purchase personal property rather
than acquire such property through the excess
Federal property program of the General
Services Administration (GSA).

On the tusis of our review of employ-
ment security offices in the State of Califor-
nia, we estimated that about $68.,000 could
have bee.: saved if excess Federal personal
property bad been made available to furnish
these oflices. To the extent that excess Fed-
eral personal properiy i available, additional
substantial savings to the Federal Government
could be possible through reduced expendi-
tures for replacement and purchase of addi-
tional equipment in the more than 2,000
State and local employment security offices,
nationwide.

In response to our ingquiry, the Depart-
ment of Labor advised us that the Bureau did
have the authonty to make excess Federal
personal property available to the 3tate agen-
cies and that it was implenienting our sug-
gesied policy to enable the State employment
security agencies to acquire excess Federal
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personal property for use in their State and
local offices. A departmental official also ad-
vised us that, as a result of our propos.!, the
Departnent had made arrangements with
GSA for Siate aggncics to procure supplies,
eguipment, and services through GSA» supply
SOUrCes. .

® in March 1969, tie Department issued
instructions urging all State agencivs to use
GSA supply sources to the maximum extent
@ﬁible‘ and urging those State agencics that
are precluded from makingz such procure-
ments to seek wppropriate amendments of
theit Slate laws or regulgtions. The Depart-
@ent’s instructions to the States stated that
its recenfcompanson of commercial and GSA
prices for 13 selected items” purchused by
State agencies revealed that GSA prices were
usually lower than commercial pnces. Ti
Department advised the States Jhet the ap-
propriation request for, fiscal year 1970 for
grants %nd foi supplies and equipment had
been reduced by i: miiliof in antigipation of
the savings tp be realized by State agency aro-

curements through GSA suppiy sources.
(B-l.3318.‘..5¢p1ember 25, 1968)
- , " LB ’

122. MICROFILM PROCU'REMEN’I’
AND USE-Qur review of the procurement
and use of microfilm at the Internal Revenue
Service (IRS), Department.>f the Treasury.
showld that substantial fyvings were possible
if IRS service cwoters procured needed micro-
film in shorter lengths that more nearly corre-
sponded with those received for copying pur-
poses from the National Computer Center and
if procuggments were made in sufficient quan-
tities to qualify for maximum volume dis-
counts offered by the supplier. We found that,
during the microfiltn reproduction process
at one service center, substantial quantitics
of film o.. each roll purchased were not being
used and were eventually destroyed. The un-
used film resulted because the lengths of films
procured tv the service center averaged 100
feet mcre than the length of the master roll
furniched by the Computer Center for repro-
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duction purposes. We found also that the sup-
plier of microfilm offered a discount as high
as 15 percent if orders for film were for at
least 1.764 rolls.

In ceinmenting on our findings, IRS
agreed thai substantial savings were possibis
and instructed all field offices to purchase
shorter rolls of film. Also, IRS has asked the
supplier of the fiilm for the maximum dis
count on each order, regardless of size. in
view of 'RS’s overall requirement. (Letter 10
Assistant Commissioner (Administration), In-
termal Revenue Service, January 22. 1966)

123. OFFICE FJRMITURE PRO-
CUREMENTS-0Our review of procurement
and disposal of office furniture at field offices
of the Internal Revenue Service (IRS), Depart-
ment of the Treasury, showed that, by chang-

" ing its office furniture standards to conform

~vith Federal Property Management Regula-
tions (FPMR) requirements, IRS could effect
cost reductions on future fumniture procurs-
ments. particullrly at its seven service centers
where operating space will be increased by
about 500,000 square fest by 1971.

Excessive costs are incurred because the
IRS office furniture standa.ds do not recog
nize reguirements that the least expensive line
be purchased and that the use of executive-
type furniture be limited to employees in the
appropriate GS grades. The requirement to
purchase the least expensive line was estab-
lished by the General Services Administration
at the President’s January 1965 request to re-
duce substantially the then-current raic of
spending for new fumiture and typewriters.

Ir commenting on our findings, we were
advised that the office furniture standards had
been developed for IRS's furmiture replace-
ment program 3-1/2 years before the Presi-
dent’s request and that it did not seem to be
good management to discontinue the replace-
ment program which was 90-percent com-
plete.

Az o eie




The President’s request to raduce the
rate of snending for new furaiture did not
exempt ongoing programs. Also, in view of the
anticipated future expansion oi IKS activities.
particularlv at service centers, and the resul-
tant opporturities for effecting econumies
during future furniture procurements, we rec-
ommended that IRS revise its cifice fumiture
standards to conform with FPMR require-
ments to purchase tlie least expensive line and
restrict the use of executive-type furniture to
employees in the appropriate GS grades.

Subsequent to the iscuance of our report
to the Secretary of Treasury in May 1969, the
Acting Commissioner of !ntermal Revenue
advised us that IRS had revised its office
furniture standards to make them consistent
with FPMR requirements which would ensure
that executive furniture will be procured only
for officials who qualify under the regula-
tions. The Acting Commissioner advised us
also that IRS did not agree that it had not
complied with FPMR’s requirement relating
to the purchase of the least cxpensive line. He
said, however, that IRS would continue to
work closely with GSA in all procurement
actions to be sure that IRS obtains the least
expensive equipment determined to meet the
require.nents. (B-133327, May 29, 1969)

124. STANDARDIZATION OF
DRUGS AND PHARMACE 'TICAL SERV-
ICES-In a June 1969 report to the Conrgress
on our review of certain aspects of pharmacy
operations at hospitals and clinics, we com-
mented that there were opportunities for
reducing the cost of drugs used by the Veter-
ans Administration (VA) installations in
metropolitan areas through increased stand-
ardization of commonly used items and their
dosages.

We commented :hat centralized bulk
compounding and purchasing facilities would
contribute to improved patient care by pro-
viding medications that are not commercially
available, more assurance of the quality of

drugs compounded. and better assisiance to
research and training activities.

Also, we expressed the belief tho! the
increased standardization and sultant de-
crease in drug costs could be aciucved through
the use of area interstation therigcutic agen:
and pharmiacy committees, acl.ng in concer:
with - * k=2 1 Ik compounding pu-chas-
ing faxi.

Wc therefiore recommended that (4) the
Adminictrator of Veterans Aifuirs provide for
the formstion of interstation therapeutic
agent and pharmacy committees in geograpk-
ical areas containing several VA medical facil-
ities and (b) the committees, when e<.ub-
li.ned, anc with the encouragemen? und assist-
ance of the VA Central Office. study the
feasibility of establishing centralized bulk
compounding znd purchasing cperations with-
in their respective geographical - eas.

VA concurred in our recommendrtions
and stzled that it would establish intersistion
committees with respcnsibilities as proposed.
(B-133044, June 30, 1969)

125. COST FACTORS USED IN
ECONOMIC ORDER QUANTIT- FOR-
MULA-=In Apnl 1969 we reported to the
Directer. National Bureau of Standards. De-
partment of Commerce. that the General
Services Administration’s Federal Property
Management Regulitions (FPMR 101-27.102)
required the use of the economic order quan-
tity (EOQ) principle ¢ ‘*ock replenishment
by «ivilian agencies ara  ecognized the nued
for pericdic review of the cnst factors used to
formulate EOQ tables. This method of replen-
ishment utilized a mathematical formula to
determine the order size which would mini-
mize total _rocuremert and inventory-
cartying costs. ihe reliability cf the formula
was dependent un the accuracy of the pro-
curement and inventory cost factcrs used in
the calculations.

The Boulder Supply Section of the




Boulder Laborztonies located at Boulder.

p Qolorado. -1svd an EOQ table in the replen-

ishment or storcroom stock. ifowever. the
table 1n use hud been developed over 3 years
®beiore and the procurement and inventory
cost factors used in the formula had nct been
) ‘ubscqutnlly reviewed ur updated.

Since the reliabdity and effectiveress of|
the £OQ principle of stock replenishment was
dependent on the a-curacy of the ¢ast factors
used in developing the EOQ table. we cong
gluded that the Boulder Supply Section
should review the co® factors to detennine
whether they were still uppmpn’atg.

We therefore recommendgd that the
Bodlder Supply Section review, and revise if
necessary. the procurement ad iavenidry-

carrying cost factors used in the EQOQ for- g *

mufa. We recommefded ulso that acton be
taken to_provgle for the peeiogic noview of,
these cost factors. In July 1969 the Dyrector
of the BAreau advised us that tha cost factdts
would be reviewed. (Peport to [Yrector.
Natignal 'But:uu of Standards. Departfient of
Commerce. April 29. 1969) ? .
M L

126. LEASING COPYING MA-
CHINES-We mnade *a review of copying
mechinks leased by the Department of Com-
merce to ‘dgtermine Rhe availability of ma-
chines which cowld provide services at a more
economical cost. We informed the Assistant
Secretary for Administration by letter that. in
our opinion. more economical machines were
availfble and that cost had not been con-
sidered in approving the leasing of copying
machines. We suggested that the Department
establish detailed procedures t) provide guid-
ance in ‘dentifying the most economical
machine that could meet requirements.

The Assistant Secretary replied that he
did not believe that it would be efficient for
each agency to engage in the expensive re-
secarch and testing that would be required to
develop and update criteriz for the selection

of copying machines. He stated that this task
shouid be performed by the General Services
Administration ((GSA) for the use and benefit
of all "ederal agencies. He also advised us that
the Departmer  vas in the prooess of con-
ducting a study of copying equipment and
services in the Commerce Building in Washing-
ton. D.C.. to develop an optimum plan relat-
ing to fast copy technology.

By fetur report to the Assistant Secre-
tary in April 1969, we restated our position
pointing out that correspondence between
GSA and the Assistant Secretary indicated
that GSA was of the opinion that the imposi-
tion and exercise of control on the use of
copying machine equipment could best be
administered by each agency involved. We
also suggested that the copying machine
market be kept under constant review by the
Department in order to take advantage of sav-
ings generated by technological advances.
(Report to Assistant Secrerarv for Adminis-
tration. D#partment of Commerce. April 1,
1965)

127. OUTFITTING VESSELS
ACTIVATED FOR USE IN SOUTHEAST
ASIA-In November 1569 we reported to the
Congress that the Maritime Administration.
Department of Commerce, had not cstab-
lished adequate procurement procedures to
guide three coast district offices in purchasing
ejuipment and supply items for outfitting
vesseis withdrawn from the National Defense
Reserie Fleet for service in Southeast Asia.
Each district developed its own methods and
procedures for accomplishing the procure-
ment function. and, as a result. Manuame did
not. in our opinion. take advantage of oppor-
tunitics for realizing significant economies in
the procuren.cnrt of outfitting items for the
vessels.

We found that separate and unccordi-
nated purchases by tlie individual districts of
12 items selected for rcvicw r3sulted in sig-




nificant differences in the prices paid for the
items. On the basis of these differences, we
believe that program expenditures might have
been reduced by about $195,000 through
improved procurement procedures. Also, Mar-
itime had not taken full advantage of the eco-
nomies available by usirg Government sources
of supply. Many small supply items, such as
handtools. paints, and cleaning supplies, were
available but pcenerally were not purchased
from Government sources of supply.

We recommended that the Acting Mari-
time Administrator establish uniform procure-
ment procedures to be followed by the coast
district offices for outfitting vessels from the
reserve fleet. Such procedures should include
provision for (a) standardizing outfitting
items and establishing uniform specifications
for standard items. (b) making maximum use
cf consolidated purchases through central
~focurement and obtaining formal competi-
tion. and (c) utilizing Government sources of
supply whenever possible.

In June 1968 the Acting Maritime
Administrator advised us that a study group
had besn appointed to study the complete
logistic support sysiem of the operation. He
stated thzat the stuly group had defined high
volume, high .ost, Ibgistical support materials
which were susceptible to purchasing through
central procuremen., as well as from Gov-
emment supply sources. Also. the disinct
coast dircctors had engaged in negotiations
with their respective General Services Admin-
istration supply outlets io arrange for opti-
mum use of these supply sources in providing
for the lopistic needs of the Government-
owned ships. Finully. siandard requisitions
for stores’ equipment and subsistence items
had been developed by the study group and
impiemented by the Coast Districts to ensure
more positive control over material uscg: and
to minitnize over ordering.

We believe thet the actions tagen by

Maritime were responsive to our recommen-
dations and, if properly implemer:c4, would
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benefit not only the present operation of the
ships in support of the activities in Southeast
Asia but should also greatly benefit the Gov-
emment should Maritims be requested to acti-
vate the reserve fleet ships in the future.
(B-118779. November 4, 1968)

128. USE OF BLANKET PURCHASE
AGREEMENTS-In April 1969 we reported
to the Directcr, National Bureau of Stand-
ards, Department of Commerce. that during
our survey at the Boulder Laboratories
located at Boulder, Colorado. we noted that
established dollar )iruawations may have
restricted. the use of hlanket purchase agree-
ments (BPAs) and that by u:fting such restrict-
io.1s possible savings could be effected.

We observed that, of $4.8 million worth
of supplies and equipment procutement at
Boulder in fiscal year 1968, BPAs or reserva-
tions were utilized for only about $858.500.
We did not determine the re'itive administra-
tive cost tc the Boulder Supply Section for
purchasing items by using BPAs cumpared to
individual purchase crders. However, a 1964
General Services Adminisiration (GSA) report
on a study of purchasing and contracting
operations at Bureau headquarters showed
that the cost to purchase each line item was
25 cents under BPAs and 32.47 on informal
(open market) purchases. On the basis of the
GSA study, it appears that savings cov.d be
effected if greater use were made of BP.\s for
replenishing storeroom items.

Procurement officials at Bureau head-
quarters in Gaithersburg. Maryland, informed
us that the dollar limitations were established
to ensurc that individual purchase orders will
be prepared for all purchases of nonexpend-
able capital items in excess of the limitations.
According to a Bureau official. the prepara-
tion of individual purchase orders assured that
the items purchased would be capitaiized and
recordvd on the property management
records, and thus the Bureav wou!d be pro-
vided with 2 means of internal control over
such purchases. Our survey showed. however,




that the same intermal control could be
accomplished under the BPA system. Procur -
ment offic’als at Bureau headquarters agreed
with our view and on February 24, 1969, th~
Chief, Procurement Section, removed the
Bureau's dollar limitations on the use of BPAs
for all Bureau procurement.

However, in discussing the possible in-
creased usage of BPAs, we were advised by a
Boulder procurement official that ail pur-
chases must be identified with an individual
project number for fiscal purposes and that
use of a single BPA for numerous projects was
unsatisfactory for this purpose. We recognized
the need to associate all purchases with the
individual project number for fiscal purposes:
however, this need did not preciude the use of
BPAs for storeroom replenishment since each
storeroom had a separate project number and
a separate BPA could be established for each
vendor supplying a particular storeroom. We
therefore recommended that the Boulder Lab-
cratories make greater use of BPAs where
practical and feasible in the procurement of
supplies, including storeroom replenishmer.t
items.

In July 1969 the Director of the Bureau
advised u3 (hat the use of BPAs for storeroom
replenislunent purchases was feasible and that
appropriat: BPAs were being negotiated.
(Report o Director, National Burzau of
Standards, Department of Comunerce, April
29, 1969)

129. ACQUISITION OF TELETYPE-
WRITERS-In September 1968 we reported
to the Congress that the General Services

Administration (G3A) did not evaluaie ade-
quately the relative financial advantages of
acquiring teletypevvriters and related mainte-
nance by means other than leasing because
GSA believed that the results of a cost com-
parison would noi have sufficiently overcome
poiic and other noncost considerations. >

We estimated that, after the present con-
tract expires, the acquisition of the teletype-"
writers by an alternative method or the nezo-
tiation of a new leasing arrangement more in
line with the cost of an alternative metiod
<could result in cost reductior ; ranging from
$2.4 million to $5 million over the remaining
v-~ful life of the teletypewriters.

*

We also reported that GSA'. ability to
pursue the most economical al’ ~mative at tiie
expiration of the prisent leasing arrangernent
would be limited because the tariff filed by
the contractor for tlie Advanced Record
Systera service contained a provision which
restricted GSA to using a leasing arrangemen?
in acquinng teletypewriters for use by civi!
agencies.

We recommended that, prior to the expi-
ration of the present contrict, the Adminis-
trator of General Services initiate action to
eiiminate the taruf provision that prchibits
the use of Govermmznt-furnished teletype-
writers by GSA and other civii hgencies. We
recommended further that the Administrator,
in future communications procurements,
give consideration to alternative means of
obtaining the wervices and to the relative costs
thereof so that the means most favorable to
the Governmesnt may be determined.
(B-162104, S:ptember 12, 1968)
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130. CONTRACTING FOR RE-
SEARC% WITH GOVERWNMENT-SPON-
STHED, NONPROFIT CRGANIZATIONS -
On Apnl 3G, 1952, the President transmitted
to tthong?css a report entitled “Govern-
ment Contracting for Research and Dcvelcp'-
ment.” Extepsive hearings were subsequently
"held by the House Committee ap Governmant
Operfions, and the subiect has ~ontinued to
be highly important. Government expendi-
tures fur research and developmier.t have
increzsed frem about $10.3 billicn in 1962 to
about $17.3 biilion in 1969. About 80 per-
cent of the expenditures are edminisfered
under c.‘mtr.:cu. v

. @D @
. We revicwed®one of the mbre contfover-
sial clements in the 1962 report: the purpose.
amount, and use of the fee or management

allowance—to the extent of about $9 millionP

annually yprovfied in contragts with

Governmenwsponsored, nonprofit orggniza- 9

tions. Our report on the review was issued to
the Comgress in February 1969.
L]

The sguidelines in the 1962 report advo-
cated the nayment o.f fees to Monprofit organ-
izations for the following reasons: (a) to
provide some degree of operational stability
and flexibllity to organizations otherwise
bornd to the limitations of cost flaancing of
specific task® and (b) to conduct some inde-
pendcal, self-initiated rescarch in order to
obtain and hold highly competent scientists
and engineers.

We concluded that the purpose cstab-
lished for che fee in 1962 had not been ac-
complished satisfactorily and that the fee had
not been administered in accordance with the
1962 guidelines. In some instances the no:-
profit organizations were accumulating the
fees to permit diversification into new fields

and were not using them to any appreciable
extent to conduct independent research. Also,
the fees paid to the organizations and the
bases used for determininug the amounts varied
signifizantl,; among Government a~encies.

» We noted also that no action had been
taken with respect to an important recom-
mendation in the 1962 report: that considera-
Zion be given to the establishment of Govern-
ment “‘institutes.” The recommendation
envisioned that such institutzs would be
scparale corporate cnftities, subject to the
supcrvision of a Cabinet ofiicer or agency
head. and would provide a means for conduct-
JNE in-house research and development
progiums.
Ld
®

*  With respect to fees for sponsored non-
profit organizations. many Government agen-

® cies agreed that there was a need for

Government-wide guidelines. With respect to
the cstablishment of Government institutes.
the agencies felt, in peneral, that the subject
warranted consideration.

We =xpressed the belief that, in view of
the cnanges in the 7 years after the policies on
contracting for reseaxch and development
were established. the subject of the proper
role of Govermment-sponsored nonprofit
organizations was of sufficient importance to
warrant a Presidential-directed interagency or
commussion study. As an altemative we
recommended:

—That the Bureau of the Budget prescribe
Government-wide guidance 10 agencies
in establishing ana contracting with
spensored nonprofit organizations.

—That the Burcau of the Budget and the
Civil Service Commussion conduct a
follow-on study to consider what types
of organizations could best assist the
Government in fultilling its research and
development missions, includirry con-




sideration as 10 the deswrability and feas
ibility of establishing Government
INStItutes

(B-146810. February 10. 1969)

131. FUNDING OF RESEARCH
AND DEVELOPMENT EFFORTS-During a
review in a contractor’s plant. we noted that a
substantial amount of research and develop-
ment effort was being financed with procure-
ment funds rather than research and develop-
ment funds. We thercfore extended our
review to the contracting agency. the Air
Force Space and Missile Sy<tems Organization
(SAMSO). Our report was issued to the Con-
gress in May 1969.

We found that. duning the period 1964
to 1967, SAMSO had awarded supplemental
agreements totaling S22.5 muilion to three
MINUTEMAN missile motor contractors for a
product improvement program. These agree-
ments were financed with missi! * procurement
funds. Most of the work perfcrmed, however,
involved, in our opinion, research and develop-
ment effort rather than product improvement
and should have be2n financed with research
and development funds.

SAMSO officials cited an Air Force pro-
curement instructicn as their authority for
the financing. We found. however, that the
disclosure and approval procedures of the
instruction had not been followed. As a re-
sult. no higher level of authority had had the
opportunity to considzr the matter.

We proposed that (3) full disclosure be
inade in program budget submissions to allow
for ready detection and cntical evaluation of
significant provisions for product improve-
ments by officers having budget approval
responsibility and (b) research and develop-
ment effort be procured with research, devel-
opment, test, and evaluation funds rather
than funds appropriated for the procurement
of approved equipment. We suggested also
that the Air Force clarify the provisions of its
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instructions and that the Sccretary of Defense
examine into the matters discussed in our
report to determine if similar situations
existed in other Air Force programs or in
other organizations within the Department of
Defense.

The Departrient of Defense advised us
that it had revised its instruction and that the
Air Force was revising and updating its in-
struction. The Department advised us also
that the Army and Navy had stated that they
had no knowledge of ar+ funding deviations
of the type discussed in our report and that a
review by the Air Force Logistics Command
had not disclosed similar instances.

We believe -hat the actions taker or
being taken should preclude recurrence of
circumstances such as those discussed in our
report. (B-146876. May 7. 1969)

132. CONTROL OVER AMMUNI-
TION DEVELOPMENT-The Army Materiel
Command is responsible for developing con-
ventonal ammunition required by the Army,
Air rorce, and Marine Corps. We made a re-
view of the maragement controls over these
operations. Our report on the review was
issued to the Congress in September 1968.

The Army had established procedures
reasonably adequate for enabling management
to identify and to correct deficiencies in
armunition prior to completion of develop
ment. The procedures included five distince
in-procvess reviews. or periodic evaluations, at
specified points in the development process.

In our opinion. Headquarters. Army
Materniel Command. was not adequately moni-
toring the development programs or requiring
project managers to perform the necessary
reviews. Insufficient management control had
been, in large part. responsible for the devel-
opment and production of unacceptable
ammunition in the past.

In our review of 11 items of conven-




tional amnmunition that were in the develop-
mental stage, we found that the fol:owing two
iterns had been approved for production al-
though none of the required in-process re-
views and evaluations had been performed
during the course of their development.

—73,000 rounds of nowitzer cartridges at
a cost of $21 million.

—115,000 rounds of recoilless rifle car-
tridges at a cost of $31 raillion.

For the remaining nine items we re-
viewed, we “ound that, on the basis of their
respective stages of development. a total of 30
reviews and evaluations should have been
made; however, only six had been made.

Although reviews had been made by the
Army Audit Agency of certain operations in
ammunition, they had not covered the man-
agement of in-process reviews.

In bringing our findings to the attention
of the Department of Defense e propos:d
that:

~The Army clarify existing repcrting in-
structions to ensure that proposed and
completed actions in development pro-
grams are recorded and reported
through command channels.

—The Army maintain closer supervision
over research and development activities
to ensure that in-process reviews actu-
ally are made.

~The Army Audit Arincy include in-
Process reviews in “ts audit programs.

The Armyv. in its teply on behalf of the
Department of Defense, stated its agreement
with these proposals and cited corrective

measures that had been taken. (B-157535,

September 27, 1968)

133. ARSENAL MANAGEMENT OF
AMMUNITION RESEARCH AND DEVEL-
OPMENT-The Picatinny Arsenal, operated
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by Department of the Army. is the principal
agency in the Department of Defense for the
research and development of conventional
ammunition for the Armed Forces. As stated
in our report issued to the Congress in
November 1968, we found that the Arsenal
needed to improve its management of re-
search and Jevelopment to prevent the possi-
ble premature mass production of ammuni-
tion.

There was a need for improvement in the
accuracy and completeness of .information
relied upon to deter.sine when an item of
aimnmunition was ready for mass production,
in the investigation and cuivection of deficien-
cies disclosed by development test, and in
the scheduling and perforraing of production
engineering reviews. There was also a need for
improvement in testing ammunition perform-
ance under various climatic conditions prior
to production, in the performarce of reviews
at critical points in the research and develop-
ment process, and in the scope of internal
audit reviews of management.

We found that (a) the Arsenal and otner
Army organizations involved in the research
and development process were not complying
with the existing policies and procedures and
(b) there was a need to strengthen management
controls to ensure compliance with these
policies and procedures. !

The Assistant Secretary of the Army
{Research and Devclopment) stated that cor-
rective actions had been taken or planned on
these findings. (B-157535, November 27,
1968)

134. INDIRECT COST OF FEDER-
ALLY SPONSORED RESEARCH-In ac-
cordance with a request by the Chairman,
House Committee on Appropriations, and a
similar requirement in the House Conference
Report on the Department of Defense Appro-
priation Act for 1969, we made a study of
unsissot cost of federally sponsored research,

"’ ‘..




performed primarily by educational institu-
tions. The purpose was to assist the legislative
"and’ appropria.ion committees in achieving a
rezlistic and urifggm formula for ascertaining
iddirect costs on research grants. »

.

. In fiscal year 1968, about $1.4 billion in
F&leral funds were obfigated to colleges and
universitiecs for basic and applied reszarch.
The principal sources of the funds were the
.cp:r‘mcnt of Health, Educ.tior. and
Welfare. $655 million; the Department of
Defenge, $226 million: the National Science
Folindation. $211 millicg: the Atomic Energy

®Commission, $90 million: and the National
Ae¢ronautics and Space Administrakion, $89
million. -
In June 1969, we reported to the Cop- #
gress ~n the results of the study sThe report
oomaincd the foilowing conclusions:

~-A uniform g)rrnuh. i the :em of a
umfc"m percentage rate 10 be applied® Py
to direct cost or some element thereof,
wili not result in 3 realstic or cc...-ldblp
detbriirfation of indirect cost based o

% sound accounting princigles. <

v

—It is not feasible T0 determine indirect
cost by a,fixed method or procedure
aoplied uniformly Gnder all conditions

L4 Th‘ére s not standardization
a'nonq-fe.seardt instRLtions and projects
to permit use,of a uniform formula or a
fixed method of determuning indirect
* COs.

--@niform principles and guidelinescan te
asad, however, for determining indirect
cost, provided that they have sufficient
flexibility to be appiicable to differing
circumstances in an equitable manner.
£ ich principles and guidelines are pro-
vided in Bureau of the Bu-iget (BOB)
Circular No. A-21. Revisions 1o A-21
have been made from time to time with
*he assistance of e Government agen-
cies administering research programs
and after discussions with represent-
atives of the aducat:onal institutions. A

need exists. however, for further
charges in the provisions and adminis-
tration of A.21.

-To the extent that cost sharing—a
sharing 1in the cost by the research insti-
tution—is to be required, relating cost
sharing to the total cost of the research
is more appropriate than imposing a
limit on the rate of indirect cost. Such a

. limit does not adeguately provde for

var.stions in the levels of indirect costs.

—It appears hwghly desirable that some
flexibility in requiring cost sharing be
provided because of the diverse circums-
tances and considerations involved Cost
sharing could be handled by negotiation
between the responsible Government
agency and the awardee within such re-
strictions as the Congress may impose.

—Participants would have to consider
those policy Or program aspevts as may
be pertinent to the research irvolved,
such asy(a) the degree of intc.est in the
research, (b) the nature of cosrs 1o be
acurred, {c) the effect of the vork on
the academic programs and the financial
condition of the institution, 2nd (d) the
desirability of using a particular institu-
tion for a specific project.

The report contained the recommenda-
tion that BOB and the administrative agencies
concermned consider providing more specific
guidance in A-2] in certain arcas and more
uniformity in implementing its provisions.

It also contained the observations that:

~Even with the most specific guidance
practicable, vanations are to be expected
in the levels and rates of indirect cost.
These variations occur because of the
ditferent kinds of research, the methods
of operation, the nature of facilities,
and the organizatior of research activi-
ties

—If cost sharing & to cantinue as arequire-
= .t for grants, 3 nead will exist, on a




Government-wide basis, for
well-defined, unifcrr: s.andards govern-
ing the vse of contracts or grants for
research. Such guidance will be neces-
sary for consistent application of cost
sharing. GAO considers such criteria
and guidance to be both feasible and
desirable.

BOP informed us tha*, in connection
with the next revision of A-2!, it would strive
toward th= objective of providing more spe-
cific guidance in the areas identified as need-
ing improvement. BOB also stated that an in-
teragency study had been initiated to give
consideration to reducing inconsistencies
among agencies in terms and conditions of
contracts and grants.

As part of this study, BOB is also ex-
ploring the possibilitv of establishing guide-
lines as to when a grant Jr a contract should
be used, as well as whether a new type of
instrument, such as a research agreement,
should be developed to repiace some of the
current grants and contracts.

For the consideration of the Congress.
the report contained the observation that
there were divergent views on the question as
to whether the institutions engaged in re-
search should or should not share in the cost.
These differing views cause recurring
problems. If a consistent policy is to be
followed by the various agencies concerned,
there will be a need for guidance from the
Congress or the executive branch.

We suggested that the Congress might
wish. to consider accomplishing thus guidance
through one of the interested congressional
committees. The committee so charged could
obtain the views. rccommendatiors. and sup-
porting argumentation from the major execu-
tive agencies concerned a .d from
representatives of institutions engaged in re-
search work. It could recommend legislation
to establish a2 uniform Government-wide
policy as to whether the recipients of research

grants would be required to share = the cost
of research and. if so, the circumstances in
which cost sharing shall be required, the
degree of sharing, and the flexibility to be
allowed in its implementation.

This approach seems to prowvide an ef-
fectiv > means of presenting pertinent informa-
tion and views of representatives of the
Congress. A uniform policy could be formu-
lated and proposed and a final decision could
be made by the Congress for resolution of this
recurring, problem.

We also expressed the belief that. if
mandatory cost sharing is to be required, as
an alternative, the necessary control over
cost-sharing policies of the individual agencies
could be cobtained through the normal con-
gressional legislative and appropriation
hearings. On the basis of such congressional
review, the agencies could be required to
make any necessary revisions in their policies.
(B-117219, June 12, 1969)

135. USEFULNESS OF GO2VERN-
MEN -SPONSORED RESEARCH-We
pointed out in an August 1968 report to the
Congress that, in our review of res: «rch proj-
ects in medicinal chemistry sponsore by the
National Institutes of Health (NIH), Depart-
ment of Health, Education. and Welfare
(HEW), we had found that many research
investigators being supported with NIH zrants
were unable to ¢btain the screening and test-
ing services considered necessary to determine
the usefulness of compounds prepared during
their research toward the development of new
drugs for the prevention and treatment of
human diseases and disabilitics.

Investigators stated thai after 1962, when
HEW revised its patent procedures, they
were no longer able to obtain the cooperation
of the pharmaceutical industry and that no
adequate substitute services were avail.ble.
We noted that, becau=e of the difficulties they
were eacounicring, some investigators were

vt



redirecting their research efforts away from
drug development. We noted also certain
difficulties in the administration of HEW regu-
lations concerning invention rights that
needed resolution to facilitate the discovery
of potential new drugs.

In response to our proposal that HEW
effect more timely determinations of inven-
tion rnights and clanfy the circumstances
wnder which such determinations may be
made, we were informed that certain meas-
ures had been or would be taken to encourage
screening and testing of new compounds. We:
recommended that the Secretary of HEW
develop and put into effect such policies and
procedures. in addition to these measures, as
are necessary to provide adequate screening
and testing of compounds to facilitate the
development of potential drugs.

In October 1968 the Assistant Secre-
tary. Comptroller. informed us that HEW was
utilizing a new basic institutional paisnt
agreement with all qualified grantee instiru-
tions and that wider use of this paten? agiee-
ment would alleviate part of the difficulties
grantee investigators had encountered in
obtaining screening services. He further
informed us that the Department would con-
tinue to make such changes in its patent
policies as are necessary 1o foster the fullest
utilization of compounds prepared during
research sponsored by NIH (B-104031(2),
August 12, 1968)

136. DETERMIMATION OF ~LLOW-
ABLE COSTS AND RECOVERY OF OVER-
PAYMENTS- Our review of grants awarded
by the National Institutes of Health (NIH),
Department of Health. Education, and Welfare
(HEW), to six selected graatee institutions for
the establishment and operation of general
clinical research centers showed that five
grantees had re-eived grant funds in excess of
allowable costs. We identified overpayments
estimated to total about $678.000. out of
*otal reimbursements of $2.3 million to the
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six grantees, for costs of hospitalization of
center patients and for indirect costs of center
operations.

The overpayments for hospitalization
costs occurred because NIH (a) in the initial
years of the program had reimbursed the insti-
tutions on the basis of a cost formula which
resulted in allowing costs 1n excess of those
based on actual patient-days, (b) had not ade-
quately reviewed the patient ner diem rates
proposed by the institutions, and (c) had not
cxamined into the propriety of the institu-
tions' reimbursement cloems. The over
payments for indirect costs occurred because
NIH (a) accepted claims for indirect costs
based on certain direct costs for which related
indirect costs were also being claimed through
hospitalization reimbursement and (b)
allowed the legal maximum rate rather than
applying lower overhzad rates that had already
been negotiated or negotiating appropriate
rates with the institutions.

We found that NIH had taken certain
actions toward recovering overpayments and
precluding future overpayments. In particular,
NIH had discontinued use of the cost reim-
bursement formula for hospitalization costs
and had recognized the need for reviewing
hospitalization charges by 59 general clinical
research centers and making adjustments in
those cases where overpayments had been
mede because of the use of the formula.

Since extended delays had occurred in
the determination and settlement of the cases,
however, we recommended that the Secretary
of HEW direct that (a) the HEW Audit
Agency make audits of grantees’ records
wherever they had not been made and (b)
NIH, on the basis of such audits, make timely
settlements of all grants which involved over-
payments resulting from excessive allowances
for hospitalization and inditect costs.

In March 1969, the Assistant Secretary,
Comptroller, of HEW informed us thar NIH
(2) had requested priority audits on 16 gen-



eral clinical re:=arch center grarts, (b) had
collected $91.000 of excessive allowances for
hOspitilizf' tion costs classified as accounts
receivabie at the time of our report. and (c)
was revlewing indirect cos' information fo
determine the appropriaten=ss of indirc&t cost
charges ta center grants and womid procsed
with set®ements where overpayments were
found. (B-164031(2), Pz ember 2o, 1908)

A

'137. ANALYSIS OF ESTIMATED

AND ACTUAL COSTS OF CERTAIN
'HQJOﬂ ﬁE%EARCH FACILITIES—-In a re-
port go the Congress dateC “February 20,
1969, we pointed out that, through fiscai wear
1963, the costs of the capital facilities and
equipment comprising the Atomic Energy
Commission’s (AEC’s) zero gradient synchro-
tron (ZGS) accelerator and experimental gom-
plex at the Argonne Natignal Laboratory
totaled abow $108.5 million. Of this amonunt,
about $51.4 millpn ré®resented the ot of
Constructing its basic facilities and about
£57.1 million represented the cost of addi-

» P

tions, medifications, improvements, and §

. g, b
equippent a‘mumlon. ’

We stated that, in our opinion, the signif-
icant difference between the amount author-
ized for the basic ZOS faciligies—about $42
million—ar;d the costs of about $108.5
million for the facilities and Rquipment that
constituied the ZG® comp'ex iliustrated a
fundamenta! problem with large azcelerator
projects, nagely, that requests for authoriza-

tion of a basic accelerator do not provide the. -

Congress withggompiete information regaiding
the total estimated costs of associated focili-
ties and equipment or the related future
funding requirements.

With respect to the 200 billion electron
volt accelerator under construction at Weston,
Ilinnis, we noted that AEC expected to incur
cosis of about $153 million for facilities and
equipment through Jure 30, 1977—the fifth
year following the date estimated for obtain-
ing the initial particle beam from the

-
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accelerator—in addi‘ton to the $250 million
estimated cost of th= basic project.

We sugg=sted that ALC establish a proce-
dure requinng that future requests for author-
ization of accelerator project- and other
research devices—such as reactors--include, as
irformation. estimaied cost Cats concernming
all capital costs expected to be ircurred
during the conscruction of the project and fer
a specific tirue after completion of construc-
tion -oerhaps S yezrs. We suggested also that
AEC furnish the Joint Committee on Atomic
Energy with periodic informatior. showing the
total costs incurred for the capit.! facilities
and equipment constituting ihe eatire exszen-
mental complex. AEC acreed to accept our
suggestions. (B-159687, February 20, 1969)
»

v 138. BUDGETING, FINANCIAL
cONTROL, AND ESTABLISHMENT OF
RESEARCH FRIORITIES - During our review
of the biology and medicine research program

#of the Atomic Ensrgy Commission (AEC).
which was perfcrmed at the request of the
Joint Committee on Atomic Energy (JCAE).
we noted that the procedures for establishing
research priorities. both at the latoratories

* coyered in our review and within AEC’s Divi-
sion of Biology and Medicine (DBM), were
informal and not generally documented.

In our report to JCAE in April 1969, we
proposed that 2 more systematic method of
selecting new research areas for the program
be established through the use of separate
budget submissions by the laboratories, cover-
ing the requested funding (a) for projects
already under way and “h) for proposed new
projects in the order of priority determined
by the latoratories. DBM agreed to consider
our proposal and subsequently advised JCAE
that it intended to take steps to ‘mprove pro-
cedures for identifying and selecting new
research projects, including the identification
by the laboratories of the urder of priority for
new projects.

We noted also that DBM obiained data
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annually from its contractcr-cperated labora-
tories prov.ding detailed justifications of eack
proposed research arca and prepared estimates
of the costs to be allocated to each such area.
It was not DBM’s general practice, however,
to mform the latoratories of the amounts
which it betieved should be ailocated to each
research 2rea or to require the laboratories to
report actual costs at the research area level.
DBM relied on analyses of costs obtained
from AECs montlly cost-budget reports
whivh compared estimated and actual costs
by budget category and sub-category and on
continuing informal contacts with labora-
tories to determine whether costs of individ-
ual research areas were substantially different
from those t..at were anticipated.

We suggested thai. in addition to the cur-
rent praciice of providing the laboratories
with financial plans showing the amounts allo-
cated at the budget category and subcategory
level, DBM separately advise the laboratcries
of estimated amcunts allocated to cach
rescarch area. We sugeested also that, in order
to capitalize on information readily available
that should further strenthen DBM's adminis-
tration of its research program. DBM arrange
for periodic reporting by the laboratornies of
actual costs at the research area level. DBM
advised us that it had adoptad a procedure for
providing the laboratomies with data on esti-
mited amounts allocated to each rescarch
aea and that it planned to gve further con-
sidelation to requesting periodic reports of
actual costs at that level.

We found also that the scope of work
irvluded under rese~=——h area< ijentified in
laLuvratory budget dccuments submitted to
AE"L Headquarters vaned considerably among
the various laboratones covered in our review.
Substantal differences were noted in the
number of projects covered by individual
research areas. In some cases. one rescarch
area covered many relatod projects; in others.
several research areas covered only one
project.
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We suggested that DBM limit the scope
of research work included under each research
area to assist in placing responsibility for the
progress of specific research projects and to
facilitate the identirication of requested fund-
ing ‘or new and cxisting projects. DBM agreed
that some instances probably existed in whick
the scope of research work included under
individual research areas could be reduced.
DBM sutseguently advised us that it was
reviewing this matter with the laboratories.
(B-165117, April 16, 1969)

139. EFFORTS TO RESOLVE LAB-
ORATORY MANAGEMENT PROBLEMS—In
our review cf the policies and procedures for
managing the biology and medicine research
program of the Atomic Energy Commiss.on
(AEC), we noted that. at two of AEC's
contractor-operated laboratories, significant
management problems had -ontinued unre-
solved over long periods of time.

In an April 1969 report to the Joint
Committee on Atomic Energy, wa stated that.
in our opinion, when problems arise at AEC
contractor-operated laubcratonies that could
adversely atfect research a:tivities and prompt
and satisfactory resolution 1s not made by
contructor or laboratory cofficials, the prob-
lems snould become a marter of immediate
concern to AEC and forceful action should be
taken to the extent neces‘ary to resolve the
problems.

AEC maintains a policy of generally not
intervening in laboratory internal manage-
ment probiems. and its Division of Biology
and Medicine (DBM) did not agree that more
forceful acticn had been nceded G resolve the
problems at the two lzboratorics. We stated in
the report, however, that, in our opinion, the
extended period of tinwe dunag which the
management problems existed warranted
further action on the rpart of DBM.
(B-165117, April 16, 1969

140. EVALJATION OF RESEARCH
PROJECTS~In - repert submitted to the
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Joint Committee on Atomic Energy (JCAE)
in Apsil 1965 on our examination into the
policies and procedures used by the Atomic
Energy Commission (AEC) and .ix of its
contractor-operated laboratories in managing
the biology and medicine research program,

we pointed out that the various formal com- -

mittees which had been established by AEC
and its contractors to periodically review the
rescarch program did not appear to provide
laboratory officials with sufficient indepth
program evaluations to assist them signifi
cantly in the managemeat of the program.
These reviews appeared to be diected primar-
tly to the overall performance ind direction
of the research program., and sccommenda-
tions, for the most part. were made in broad
general terms.

One laboratory. however, had imple-
mented a review procedure involving the
periodic rating of individual research projects,
which anpear=d to be an excellent mechanism
for providing management assistance to labo-
ratory officials.

We sugpested that AEC's Division of
Biology and Medicine (DBM) enccurage its
other laboratories to adopt similar project
rating systems to provide iaboratory manage-
ment with a systematic means of periodically
evaluating the quality of individual project
research efforts. DBM agreed that some sort
of formal rating system would be useful for
review purposes and statcd that it intended to
discuss the matter with the laboratories.
(B-165117, April 16, 1969)

141. PROGRAM FOR SCREWWORM
ERADICATION -Cur review showed that,
although we considered the screwworm eradi-
cation program of the Agricuitural Research
Service (ARS). Department of Agricultire
gererally successful. certain operations of the
program could be improved and cconomies
could be achieved.

The technique used to eradicate screw-
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worms, a parasite destructive to livestock,
involves mass production of screwworm flies,
heir sterilization by application of gamma
rays emiited by Cobalt 60, and their system-
atic release from aircraft over infested areas
Native female flies that mate with the sterile
factory re=-.d males lay infes:le eggs, incapa-
ble of hatching.

We found that ARS might not have been
releasing the minimum quantities of flies
needed to achieve the uvbjectives of the pro-
gram because information on all factors r:le-
vant to such determinations was not available
to decisionmaking personnel. We expressed
the opinion that the use by ARS of all rele-
vant information would ensure the accomp-
lishment of program objectives with the lkeast
number of flies and the lowest resultant pro-
gram costs.

We found also that ecunomies could be
achieved and more satisfactory meat products
needed for the production cf {lies could be
obtained by ARS if contract provisions gov-
eming the quality of meat were enforced. We
pointed out that personnel at the operating
plant trimmed fat from the meat purchased
for the program, without ARS3's obtaiming
price adjustments, even though contract
specifications required the remcval of the fat
by the suppliers of the meat in order that it
might be placed directly into the production
process w.thout trimming by ARS personnel.
Moreover. we found that inventory recorlis of
meat were not current, complete. or ac-
curate, which piccluded the effective use by
program personnel of inventory data.

We proposed that ARS establish spealfic
guidelines and procedurss for documenting all
relevant information used by management in
making decisions tha regard the quantities of
flies to be released. We proposed also that
ARS direct program officials to enforce con-
tract provisions ar'd establish and implement
an adequate system of inventory records and
internal controks.

ARS, in commenting on our proposak.




informed us that it planned to add expert
epidemiologists 1o ihe screwwormr eradication
progeam staff in c-der to more effectively
plan fly drops and documunt the reasons for
e2gh . :lease and to%evelop methods fqr recall
of essential information to be applied in
future fly-release decisions. ARS also advised
us ghat its meat contragt specifications had
been revised and that its eradication program
staff had been instructed to adhere closely to
specifications and to insist on full compliance
th specifications by meat suppliers. Also,
ARS stated that it had changed its method for
conjucling and rcporting inventories to a
ethod that would proville the controls sug-
gested bysus. (B-133192, March 20, 1969)

142. NEGOTIATING MANAGE-
MENT FEES-Under the terms of its cost
reimbursemen?® contract for the operationo
Kitt Peak National Observatory, the National
Scienca, Foundation agreed to pay the con-
tractor, a p;lva:et\onproﬁt coﬂ;o"ation. an
annual management fee which was intensled
to provide b the normal operating expenses
of the contractor not reimbursable undemsthe
gontract-ar!d‘!o'enab:e the contractor to accu-
mulat=® capital equivalent to a t 2 years’
corporate expenses. In a report sutfmittec {o
the Congress in December 1967. we pcintad
out that the fees negotjated between fiscal
years 195§ and 1966 had er bled the contrac-
tor 8 accumulate a corplyrate reserve of more

..

?

than four times the corporste expenses
incurred duning fiscal yezr 1966.

We recommenc'ed that the Foundation,
in negotiating the management fee for the
next contract peniod. give appropriate con-
sideration to the reserve accumulated by the
contractor before determining the level of
funding. The Director agreed with our views
and, duning negotiations of the 2-vear con-
tract effective October |, 1968, in recognition
of the contractor’s accumulated corporate
reserve and related corporate assets. negoti-
ated a reduction in the annua! fee from
$130.000 to $70,000 a year.

Similarly. the Foundation negotiated
reduced management fees under 2-year con-
tracts, effective in fiscal year 1969. for the
operation of two other Foundation-supported
national research centers—the Cerro Tololo
'nter-American Observatory in Chile, South
America, and the National Radio Astronomy
Observatory in Grzen 3ank. West Virginia—
because of tife accumulation of corporate
reserves by the operating contractors. For one
of the centers, the annual fee was reduced
trom 35350.000 to $30.000 and for the other
center from $125.000 to $100,000 annually.
Thus, the total aggregate annual fee reduction
for the three centers was $105.000, or
$210,000 for the 2-year contract periods.
(B-133338. December 14, 1967)




INTERNAL MANAGEMENT PRACTICEST
AND RELATED CONTROLS

ACCOUNTING AND FISCAL MATTERS

143. FUNDING PRACTICES FOR
PROCUREMENT OF SPARE PARTS-In =
prior review of the ability of the military sup-
ply sy.tems to respond to increased demands.
we observed that some supply-<support prob-
lems were apparcntly the result of the prac-
tice of releasing procurement funds on 2a
piecemeal basis. Therefore we undertook a
Limited examination into the effects of such
funding practices on the procurement oi aerc-
nautical spare parts by the Air Force. Cur
report on the examirzion was issuzd to the
Congress in August 1968.

w2 found that in fiscal years 1966 and
1967 che Department of Defense rel:ased
funds ‘o the military Jepartments on a piece-
mzal bosis. The Air Force, in tum. relezsed
funds to its procurement centers on a piece-
meal basis ‘nd without advance notice as to
the amounts that would be made available or
when they would be niade available.

The funds made available to the procure-
ment centers wers less than the funds needed
to cover computed requirements. The incre-
mental funding created additional difficulties
for the procurement centers in their manage-
ment of the limited funds in that:

—Spare parts could not be purchased in
larger, more ecorMical quanti.ies.

—Prices were increased by contractors be-
cause of delays by the procurement
centers in placing orders.

-Administratrve costs of procurement
were increased because of additional
paper work.

—Procurement on a piecemeal basis in-
creasci vhe likelthood of shortages of
spare , arts whach could adversety affect
the operational readiness of the arcraft.
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The Assistant Secretary of Defense
(Comptroller) stated that the numerous tund
releases in fiscal years 1966 and 1967 were
neither desirable nor economical but were
necessary under the then-existing circum-
stances. Further. we were informed that the
Air Force aticmpted, in fiscal year 1968. to
reduce the number of separate fund alloca-
tions to the Air Mateniel Areas. We were in-
formed also that the other military depart-
ments pursued the same objective and that
the Office of the Secretary of Defense was
cooperating in every way possible.

We pointed out that similar conditions
could recur and could again necessitate close
fund contro! and incremental releases of
funds. We recommended that. in that event,
consideration be given by the Department of
Defense and the military departments to the
audniznal costs and other adverse effects of
increm:. tal fund ::leases and that ¢fte.ts be
made to reduce the practice to a minimum.
We recommended also thzt as much informa-
tion as possible be fumished to inven >y
management activities as to amounts of funds
that would be available and the probable
release dates. to facilitate the panning of
their procurcment prograras. The Department
of Defense azreed. (B-!/4301, August 27.
1968)

144. ADMINISTRATION OF THE
FOREIGN MILITARY SALES FUND-The
Department of Defense adniinisters a revolv-
ing fund km~wn as the Foreign Military Sales
Fund wnich has been utilized for extending
credit to foreign military sales customers
under provisions of the Foreign Assistance
Act of 1961. as amended (FAA). FAA re-
Guires that an integral set of accounts be
maintained for the loans and sales made under
the act.

The Military Assistance Comptroller
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rtgogni.zcd the need for an integral accounting
" system on a commercial basis and established
ac~ounting recorgs for this purpose as of July
@. 1965, e date the requirement Wwas effec-
tive. These accounts were desbgnated “pro-
prictary accounts.” The proprietary accounts
dre intended to provide the basis for
preparation of financial statements and to
prm‘iq‘: an appropriate basis for auditing
@ in accordance with principles and proeedures

applicable to vommercial corporate trnns-.

.u;tio;s."

o Ly April 1969 we reported to the Secre-

wary of Decfense that impmvcn.’rnls were
reeded if wccounting records a,nd related
firanScial statements of the fund were to ade-

quately disclose the fund's financial cpmgdi ®

tion. We found thut the fund'® accounting
recogds were not irf proper condition for
auditing in acggrdance with gonnciples and
proccdun:g applicable to commefiai trgnsac-
nions. bedmuse these records wers not maing
tained on the accrual bosi. or in a current
conditjop amd because accounting prattices
being follfued posed difficulties in attempt-
ing vernification of the records. Wg noted%hat
financial statements for we fund had not
been prepared,on the accrual basis and that,
consequently. substantial balances had been
omiu-.:df We also qucqiuncd the accuracy of
stated balarcgs for loails receivable and ques-
tioned certain other aspects of accounting and
rcpc:rting.

la view of recent legislation initiating an
estimated 10-ycur penod of tund hquidation,
which bepan Jjune 30. 1958, and directing
that assets of the fund be available for dis-
charge of its habilities and for transfer. from
time o time. to the gencral fund of the Treas-
ury dunng the liquidation period. we belie/e
that it is ol particular impo <tance to get the
fund’s accounting records on a sound basis.

We suegested that the Secretzry of De-
tense direct that the accounting records cf the
fund be pluced on the accrual basss as quickly
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as pvssible and that prompt action be taken
to analyze and adjust the accounts to reflect
the carmrect and proper balances.

The Deputy Director of Militarv Assis-
tance responded that steps were being taken to
put the fund’s accounting svstem on the
accrual basis but that full implementation was
not conudered feasible prior to the extension
of th. accrua! basis to zli Department of De-
fense accounting systems. He advised us that
special efferts were beiag made to improve
the accounting records and that, by arrange-
nent with the Treasury Department, the Mili-
tary Assistance Comptroller would continue
to meirtain the accounts during the Lquida-
tion peniod. (B-165731. April 15, 1969)

145. ACCOUNTING SYSTEMS IM-
PROVEMENT EFFORTS-In a letter to the
Director. United Statss Information Agency
in February 1999, we stated that, on the basis
of observatidns made during our work with
Agency representatives in the development of
an improved financial management system.
we concluded that the present direction and
levsl of the cffort being made and those
planned might not be appropriate to accom-
plish. on a timely bas:s, the sizable and com-
plex tasks of designing. developing. and in-
stalling an adequate accounting system.

We urged the establishment of an ac-
counting system developmeat plan and the
application of an adequate number of techni-
callv qualified nersonnel to cccomplish the
work called for by the plan. An appendix to
our letter listed specific accounting system
problem areas which. we believed. required
attention by the Agency.

We suggested. that, if it were found
impracticable to provide the needed capability
in-house. consideration be given to engaging a
recognized national public accounting firm
for portions or all the design and installation
phases of the process and to provide com-
petent in-house staff to work with the con-
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tractor and to operate and maintain the sys-
tem after its installation.

In March 1969 we were informed by the
Director that a working group of responsible
officials within the Agency had been estab-
lished and, on the basis of that group’s recor-
mendation, Ag-acy funds nad been budgsted
to engage a qualified national public account-
ing firm to aid in the cesign and Jevelopment
of the system. He stated also that competent
in-house staff would be available to work with
the public accounting firm and that the steer-
ing group would be continually avaiiable to
guide this effort. Subsequent to the Dircctor’s
lettzr, we were informed by Agency officials
that a contract had been awarded on June 16,
1969, to a nationally recognized firm for
assistance in designing an improved account-
ing system. (B-115365, February 10, 1969)

146. DEVELOPMENT OF AC-
COUNTING SYSTEM-In August 1969 we
reporied to the Director of the Peare Corps
on the extent of progress being made and the
deficiencies »~*quiring correction in order to
achieve an adequate accounting system. We
urged the Peace Corps to strongly support the
current eifort to design and install an im-
proved accounting systein. We also recom-
mended that the Corps provide adequate
rescurces to meintain the improved accou. -
ing system after its installation and to rev.ew
it in operation under an adequate internal
audit program to ensure that the system will
operate effectively as a tool of management.
(B-165743, August 15, 1969)

147. ACCOUNTING SYSTEM
IMPROVEMENTS (a)-As a result of our review
of the Agency for International Development
(AID) accounting system for the advance
acquisition of excess property, we pointed
out to AID officials the need to incorporate
certain revisions before the system design
could be fully spproved by the Comptroller
Generai. These revisions related to:

~Recognizing rehabilitation costs applica-

ble to future periods as inventory rather
than as expense in order to achieve a
more appropriate matcning of costs and
revenue in a given accounting perod

—~Racordirg in the accounts and disclos
ma in finarcial reports the cest and
related liabuty for accrued annual
leave.

—Allocatirg, ac part of the cost of the
advance acquisition of excess property
program, a portion of the applicable
expenses pad from the administrative
exXpenses appropriaton.

-Establishing appropriate bu:dgetary
accounts and ¢ rocedures 10 prowde for
adequate fund control in each of the
pranch offices

We informed t.ae Adminisirator. ,.ID. by
letter dated December 31, 1968, of cur ap-
proval of the design of the propesed account-
ing system, subject to incorpotution of the
above revisions. Currently, through the coup-
erative efforts of the respective stalis, AID is
in the process of making the necessary
changes to incorporate in the accounting
system the revision: cited in our letter.
(B-158381, December 31, 1968)

i48. ACCOUNTING SYSTEM IMLi-
PROVEMEANTS (b)-We reviewed the design
aspects of the Agencv for International Devel-
opmeat (AID) foreien currency accounting sys-
tem, which was submitted to the Comptroller
General for approval in Juns 196k We
pointed out to AID ofiicials the need to
{a) provide consistency in the recognition of
accrued expenditures in both proprietsry and
budgetary accounts. (b) malie mnecessary
technical refinecments and languaee cl-iifi~a-
tion applicable 1o accounting controls and
procedures and account titles contained in the
foreign currency accounting manual. and
(c) provide informstion corcerning all foreign
currency funds to which the system is
applicable.

By letter dated January 16, 1969, we

.




i*formed the Administrator, AID, of our ap-
proval of the design of the proposed system,
subject to incorporation of the above revisions.

In May 1969, AID s.bmitted a revised
foreign currency accounting manual which
pave effect to and incorporated the changes
agreed upon by our respective staffs as a basis
for f*21 approval of the design of the account-
ing system. (B-158381, January 16, 1969)

149. FINANCING AND ACCOUNT-
ING POLICIES~In our report to the Congress
in May 1969, we estimated that the add:tional
cost to the Govermment of obtaining funds in
fiscal year 1968 tlirough the Export-import
B.nk of the United States (Bank) issuance of
participation cenifizates rather than direct
Treasury borrowing might total $11.9 million
over the next 4 y»am. In commenting on this
asnect in our prior report on the Bank, the
Fiscal Assistant Secretary of the Treasury
pointed out that the benefits derived through
the sale of participation certificates out-
weighed the difference in interzst co.ts.

We noted further that sales of certificates
of beneficial interest, beginning in fiscal year
1969, were not sufficiently i.fferent irom
sales of participation certificates to warrant a
different accounting treatment in the budget
or in the Bank's financial statcments. We be-
lieve that. unless the buyer takes possession of
the loan instrument executed by the ~riginal
borrower and is free to dispose of this instru-
ment without restriction by the U.S. Govern-
ment. certificates of beneficial interest are a
method of financing. not sales of assets. We
understand that the executive branch plans to
reflect the sales of certificates of beneficial
interest of the Bank as borrowings. beginning
with fiscal year 1971.

We noted also that the Bank had not
found a technique for monitoring the effec
tiveness of the discount loan program ard
that the Bank did not consider several legal
restrictions to be applicable either to the sup-
porting loans used by commercial banks to
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obtain the discount loan or to the use of the
proceeds.

We discussed a Bureau of the Budget limi-
tation on the Bank's direct loans for export
sales of commercial aircrzft und the need for
ensuring that the Bank's financing of such®
transactions docs not displace financing avail-
able in foreien markets and thus result in a ,
less favorable immediate effect on the U.S.
balunce of payments.

Regarding the discount loan program, e
recommended that the Bank’s masagement
seek methods to refine and improv* upos the
monitoring of this program, to cnable deter-
mination of the program’s impact on financ-
ing exports. The Bank. however. does not
believe that the impact of the discount loan
program is completely measurable.

We rccommended that the Bank docu-
ment the nonavailability of commercial bank
credit as part of the approval process for
direct loans. including aircraft credits. The
Bank does not belicve that documentation of
nonavailability of commercial bank credit
would further ensure nonccmpetition with
commercial banks.

We believe that definitive cniteria need to
be vstablished in approving credit through the
export expansion program. under which $500
million of the Bank's loan. guarantee, and
insurance authonity was st aside to extend
credi: on the basis of more liberal criteria for
determining the likelihood of repayment. The
Bank believes \hat, as experience is gained in
the export expansion progrum, overall pro-
gram guidance will be developed.

We proposed that the Congress might
wish to consider whetner legal restrictions
«pplicable to other Bank programs should be
made applicable to the ¢’:count !2an pro-
gram. (B-114323, May 29, 196%)

150. IMPROVEMENTS IN EMBASSY
AND CONSUYLATE ADMINISTRATIVE
ACTIVITIES (a)-In December 1968, we




reported to the Department of State 2 num-
_ber of awreas where, we believed, improve-
ments should be made in the Embassy and
consulate administratife operations in Thai-
land. Among the findings reported wee:
~fgtmature yearend procurements of
household furnishings and equipment.

Need 'mr adequate property-receiving
@npractices, adequate warehousing facili-
tivs. and improved management of
wsvfi)unt and expendable supplies
. ¢
@ —Need for improvements in records of
motor pool operations and in vehicle,
disposal prucedures. -
- ]
~Need for improverents in cash control
procedures, incluging neriogic unag-
nounced counts, more timely deposits
of rgceipts. greater internal controls
over collec;nons, &d reducgion otm:-

. hane cash balances. ?

»
--Nead for improvements in timekeeping

and na:,-qll regords and greater control ‘

= Over qven.d- work .

Embassy and consulate officials gct:cnlly

agreed with our su tions. and corrective
actions had been taken or were planned.
" :
.

We were informed by ‘n Embassy offi
cial that, except f&r ap inspection made by
the Forcign Servic® Inspector in March 1567,
no inspections or audits had been made of the
Embassy and consulate activities in Thailand
in recent vélrs. We recommended that a pro-
gram of periodic internal audits would 7-o-
vide timely detection of inadequate adminis-
trative activitics. The need for internal audit
coverage of posts overseas had been recog-
nized by the Department, and steps were
being taken to expand its program of audits.
to increase the number of personnel assigned
to the program, and to include reviews of
Embassy activities. (Report to the Deputy
Under Secretary of State for Administratin,
December 12, 1968)
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151. IMPROVEMENTS I EM3ASSY

AND CONSULATE ADMMINISIRAYIVE'

ACTIVITIES (b)-In a repoit to the Depart-
ment of State in July 1968, we stated that
internal audits of administrative activities had
not been performed at the Embassy aid con-
su' tes in the Federal Republic of G:rmany
since 1961. We stated further that a large

saumber of the following matters. which

needed corection, would probably not have
arisen if penodic iitermnal audits had been

# made.

~Embassy and orsulate cleaning service
could have been acquired at less cost by
diract hire rather than by contract.

—Apartments were leased in excess of
needs.

, —Costs of apartments operzted as tran-
L4 ment guarters were not being fully s

A covered,

~Maotor pools were not being economi-
cally oper2 or adequately manageg

—-Equipment on hand was in excess of
neecs

~Charges levied for personal services
rendered were mnadegquate 10 recover
costs.

—Inadeguate controls existed over cashier
tunds, moxces, distribution of certam
expenses, and repaw and mantenance
of oM ce equipment and machines.

—Regulations were not beiny followed
in  computing overtime, recording
recenables, reporting assets, document-
ing sources of supply and prices, obli-
gaung funds. making yearend pur-
chases, taking annual inventories,
preparing ime and attendance reports,
and dstributing paychecks.

With respect to each of our findings. we
made specific suggestions for corrective ac-
tions. Department officials agreed, in general,




with our suggestions. and corrective actions
have been taken or are planned. We plan, as
part of our review of Department of State
activities. to examine actions taken on our
recominendations. (B-133017. July 19, 1968)

152. ACCOUNTING PROCEDURES
AND CONTROLS APPLICABLE TO AUTO-
MATED CENTRAL PAYROLL SYSTEM-
Our review of the Department of Heaith, Edu-
cation. and We!fare (HEW) automated central
payro!l system revealed numcrous errors in
employees earnings. leave. and payroll deduc-
tions: errors in the issuance of saving: ™ 'nds;
delays in forwarding payro!ll deduction
checks: and cash and checks left in an
unlocked file drawer. Our review revealed also
that. although HEW internal auditors or
special study groups had previously com-
mented on the inadequacies of the central
payroll system, effective corrective action hud
not been taken,

In a report issued to the Congress in
January 1969, we expressed the opinion that
HEW's pavroll system needed substantial
improvements to tulfill the requirements for
an ceffective payroll system. Among the
improvements that we believed to be needed
were (a) the establishment of effective con-
trols over checks. cash, documents. and mag-
netic tapes. (b} the development and use of
predetermined control totuls. programmed
centrols. and system documentation. (¢) the
issuance of revised instructions for applying
pertinent nayreil laws and regulations, and (d)
the provision of more effective supervision of
payroll actvitics.

In response to our suggestions, HEW ini
tiated a number of actions to improve its pay-
rol! system. including a complete redesign of
the system. Also, HEW took steps to
strengthen its staff responsible for admin-
wiering the payroll system and to correct
errors in the Jdata in the system. In our report.
we recommended. among other things, that
the Secretary of HEW assign » high priority to

114

1

redesign of the payroll system and that he
keep these efforts under close surveillance
until the redesign is successfully completed.
(B-164031, January 17, 1969)

153. USE OF OPERATING FUNDS
FOR BUILDING RENOVATION=In F bru-
ary 1969, we reported to the Secretary of
Health, Education, and Welfare that about
$535.000 of National Cancer Institute (NCI)
funds had been used without statutory
authority for the renovation of an existing
Atomic Energy Commissior. (AEC) produc-
tion building to provide facilities for a
rescarch laboratory at the Oak Ridge National
Laboratory. Oak Ridge. Tennessee. The new
laboratory was financed jointly by AEC
and NCL

NCI funds had been used for stripping
and decontaminating the building and for
relocating its equipment. In our opinion, the
conversion of tnis building constituted a
public improvement within the meaning of
that term as used in 41 U.S.C. 12, which pro-
vides that no contract be entered into for any
public improvement which shall bind thc
Government to pay a larger sum of money
than the amount appropriated for the specific
purpose.

It was our view that, since the appropni-
ation involved was not specifically made avail-
able for the repairs and improvements, the
expenditures made for such purposes were
improper. Because more than 3 years had
clapsed since the cxpenditures had been
made, we were precluded from taking any
action against the accountable officer. We
suggested, however, thai copies of our report
te furnished to cognizant officiais so that
they would be made aware of this matter and
could take steps to preclude future improper
expenditures of this nature. (B-164031, Feb-
ruary 18, 1969)

154. MAXIMIZING THE INVEST-
MENT CF EXCESS CASH FUNDS-A! the
request of the Chairman, Natural Resources




and Power Subcommittee, House Committee
on Government Operations, we recommended
in October 1968 on (a) whether the unin-
vested cash balance of about $3,612.420 of
moneys held in trust for Indians by the
Bureau of Indian Affairs, Department of the
Interior, on June 30, 1967, was excessive and
(b) how well the changes made by the Depart-
ment of the Interior in its auditing of Indian
Service Special Disbursing Agent activities
were working out in practice. In a March
1966 report to the Congress, we stated that
trust funds substantially in excess of then-
current disbursement needs lad not been
invested by the Bureau, which had resulted in
significant losses of interest incom~ to Indian
people.. We also expressed the opinion in our
1966 report that the Bureau’s Office of Audit
should direct special attention to it audits of
Indian Service Special Disbursing Agent activi-
ties.

In our March 1966 repoit we also
pointad out that the Department had advised
us that, in accordance with our proposal. an
investment p.ograum would be established
during the centralization of the Bureau's
accounting system. We also stated that the
Department. in its Septermber 21, 1967,
letter to the Chairman, had stated that a cen-
tralized program for the investment of excess
trust funds was then fully operational. In our
review, however, we found that, although the
investment activities had been centralized at
that time, the Bureau had not developed an
adecuats program for maximizing the invest-
ment of unneeded cash funds.

We stated also that, in our opinion. to
maximize the investment of excess funds. the
Bureau should develop a formal program for
investment planning which would provide (a)
for determining the funds available for mvest-
ment on the basis of monthly estimates
of receipts- revenues and maturing invest-
ments—and of disbursement requirements, and
(b) for investment liquidity so that funds
would be available to meet unanticipated
fluctuations in disbursement requirements.

We conciuded that, if the Bureau had estab-
lished such a program. about $3 mullion of the
$3.6 million of the uninvested funds de-
posited with the Treasury at June 30, 1967.
could have been invested to produce addi-
tional income.

In commenting on our finding in August
1968. the Department advised us that the
Bureau had adcpted a new policy with respect
tq investing money held in trust for Indians.
According to the Department, the new policy
provides for maintaining. as nearly as possible.
a fully invested position as well us for retain-
ing the ability to meet unpredictable cash
demznds by placing a portion of the unds in
liquid investments.

In Septemeber 1968, we discussed the
bureau’s new policy with the Deputy Assis-
tant Commissioner for Administration. We
were advised that, effective July 1, 1968, the
Bureau had adopted an investment program in
which monthly ¢sdmates of net disbursement
(excess of dis.ursements over receipts) needs
are prepared and all funds in exce s of these
estimates are invested in interest-bearing time
deposits with commercial banks. We were
further informed that the disbursing agent
was attempting to arrange the matunty dates
on all new investments so that time depuosits
would mature near the beginning and ending
of each month and had negotiated agreements
with various banks that permitted the
rcdemption of time deposits prior to their
maturity dates without penalty or loss of
interest earned tc the date of redemption. If
properly implemented, the investment pro-
gram adopted by the Burcau should. in our
opinion, substantially contribute toward
maxirszing the investment of exvess cash
balances.

Regarding the Chairman’s question as to
the effectiveness of the internal audit effort as
it relates to the activities of the Indian Service
Special Disbursing Agent. we stated that the
Department’s Director of Audit Operations

.
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had informed us that audits of this activi*y
had mot been made after the internal audit
activity was consolidated at the Department
Iu:\z‘l wut that an dudit was then in process.
This interaal sudit work has been completed
and an evaluation is planned. (B-114868,
Ocvwber 10, 1968) »

155. LUMP-SUM INSTEAD OF AN-
NUAL BAYMENT IN LIEU OF TAXES-Our
dit of the Virgin Islands Corporaticn, cur-
rently in liquidation, showed that a payment
of gbodt S1 million in lieu of taxes was made
the Corporation to®the Virgin Islands
overnment in fiscal year 1968. Applicable
low provided that an annual pnymcr'ﬂ in lieu
of taxes be made by the Corporatiprn to the
Virgin Islands Government. Such payments

had not been made. however. for the perc i

covering. in general, from fiscal yedrs 1953 to
1966.4 ;
o »

»
We pointed out in a report ‘d:ncd Hay

23. 1909, that, in our opinion. although the @

Corporatic had acted witk.n its legal mﬁnor—
Jty in ack*ngw?cdgu‘ng the liability, the s¥iatu-
tory requirement for making the payment in
licu of taxes initially had been establishedMo

afford the Government of the Virgin Islands’

year-to-year financing u.nd was not intended
10 providg financing in th: form of a lump-
sum’ payment upon ligydation. Further, we
suggested thate the Congress might wish to
consider whether 1t was appropriate for the
Corpgration, during liquidation, to make to
we Virgin Islands Government the lump-sum
pa: megt of about S1 million in licu of taxes.
tB-114822, May 23, 1969)

156. USE OF IMPREST FUND-We
reportzd .> the Commissioner, Immigration
and Naturalization Service (INS), Department
of Justice. that our review of sclected opera-
tions of its Frankfurt. Germany, distrct
office showed that the imprest fund had been
used for payment of compensation Lo typists
employed on an Fcuzly basis. Such payments
were not in accord with the estabiished INS
policy for use of the imprest fund.

»
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In our opinion, the utilization of the
imprest fund to pay compensation to typists
was not conducive to adequate review and
control of staffing by the INS Central Office
in Washington, D.C. Yurther, this means of
paying additional persons did not disclose the
true staffing posture and permitted local man-
agement to avoid 1ts responsibility to comply
with Executive orders to reduce overseas
employment. We believe that, if additional
employees could have been fully justified,
they should have been c¢mployed under the
then-existing INS policy and fully disclosed in
management reports.

In February 1969 we were informed by
the Commissioner. INS, that the Frankfurt
office had been instructed to discontinue pay-
ment for typing services, other than for
emcrgency or special need, from the imprest
fund. (B-125051. August 30, 1968)

157. ADJUSTMENTS AFFECTING
PRIOR YEARS' YRANSACTIONS-Our
examination of the fiscal year 1968 financial
statements of F~deral Pnson Industries. Inc.
(FPD). Department of Justice. showed that
accounts were not maintained for recording
adjustments cffecting prior years' transac-
tions. This resulted in overstating or under-
stating current fiscal year transactions.

For example. during fiscal year 1969, an
adjustment of about $84.000 was made to
current sales for a reduction in the price of
shoes sold to the Defense Supply Agency
during fiscal year 1968. As a result profits for
fiscal year 1969 wall be understated.

We recommend that. to ensure that only
current fiscal year transactions are shown in
FPI financial statements, an account be
=stablished for recording adjustments affect-
ing prior years' transactions.

The Assistant Attorney General for
Administration informed us that necessary
corrective action would be taken to provide
for adjusting prior years' transactions in the




retained earmnings account maintained by the
Washington Office. (B-114826, April 14,
1969)

158. LIMITATION ON FUNDS
AVAILABLE FOR VOCATIONAL TRAIN-
ING OF PRISONERS-Our examination of
the financial statements of Federal Prison
Industries, Inc., Department of Justice. for
fiscal year 1968 showed that, during fiscal
year 1968, the corporation’s expenses for
vocational training of prisoners, after deduct-
ing revenues, were in excess of the limitation
set by the Congress and the apportionments
made by the Bureau of the Budget on the
amount of funds available for that purpose.
The excess expenditure of funds constituted a
violation of the AntrDeficiency Act. as
amended.

We recommended that the Attormney
General, in sccordance with the requirements
of 31 U.S.C. 665(iX2), report to the Presi-
dent, through the Director of the Bureau of
the Budget, and to the Congress all pertinent
facts and furnish a statement of the action
taken concerning the violation of the Ant-
Deficiency Act.

On Jz~uary 8, 1969, the Attorney Gen-
eral reported on this matter to the Pressdent,
through the Director of the Bureau of the
Budget, and to the Speaker of the House of
Representatives and the President of the
Senate. The Attorney General stated that the
overexpenditure had resulted from an
accounting judgment and was not a willful
and knowing act intended to circumvent the
will of the Congress.

We believe that the legisiauve histones of
the appropnation acts which established the
expenditure limitations for the vocational
training program ¢o not clearly show whether
the Congress intended such annual limitations
as being inclusive or exclusive of revenues.
Accordingly., we suggested to the Congress
that it rmight wish to consider clanfying the
legisletive int“at as to whether revenues
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derived from vocatioual training activities
may serve to reduce the expenses subject to
the congressional limitations placed on the
vocational training program.(B-114826,
February 11, 1969)

159. STATEMENT OF PRINCIPLES
AND STANDARDS FOR ACCOUNTING
SYSTEM-We reviewed the statement of the
Department-wide accounting pninciples and
standards of the Department of Justice sub-
mitted on April 14, 1969, to the Comptroller
General for approval. Both during the devel
opment of the statement of accounting priack
ples and standards and after its formal sub-
mission, representauves of the General
Accounting Office worked closely with the
accounting officials of the Deparment and
made numerous suggesticns. most of which
were accepted. For example, we made sugges-
tions resulting in changes with respect to (a)
measurement of the amounts of accruals, (b)
recording of disbursements, (¢) acquisition of
property, (d) leave liabilitics, and (¢) review
of financial reports (and reporting proce-
durws).

The Department-wide accounting princk
ples and standards were approved by the
Comptroller General in May 1969.
(B-157102, May 29, 1969)

160. STATEMENT OF PRINCIPLES
AND STANDARDS FOR ACCOUNTING
SYSTEM-We reviewed the “Precepts. Princr
ples, and Procedures™ j -oposed for adoption
by the U.S. Civil Service Commission as guide-
lines for revising and modemizing 1ts adminis-
trative accounting system submitted in
November 1967. As a result of cooperative
efforts between Commission and General
Accounting Office representatives, several
improvements were made to the proposed
guidelines to bring them into conformity
with the principles and standards prescnbed
by the Comptroller General.

In November 1968 we informed the
Chairman of the Commission that, on the

!
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basis of our review, the statement of precepts,
principles, and procedures of the administra-
tive accounting system of the Commission
were deemed to be adequate and in con-
formity with the principles and standards pre-
scribed by the Comptroller General and that
the statement was approved. (B-115338,
November 18, 1968)

1€7. ACCOUNTING SYSTEMS IM-
PROVEMENTS-We reviewed and tested in
operztion four accounting systems which the
U.S. Civil Service Commission had submitted
in June 1967 for approval of the Comptroller
General. These systems related to the Federal
employees’ retirement and disability, health
benefits, group life insurance, and retired
employees’ health benefits p-ograms.

As a resvlt of cooperative efforts
between Commission and General Accounting
Office representstives, several improvements
designed to clarify organizational responsibili-
ties and tc further illustrate procedural steps
were incorporated in the accounting manual.
Also, the Commission agreed to make further
refinements to s accounting manual which
will be reviewed by us when fully imple-
mented.

In November 1968 we informed the
Chairman of the Commission that, on the
tasis of our review and tests, we deemed these
accounting systems to be adequate and in
conformity with the principles, standards, and
related requirements prescribed by the Comp-
troller General and that the four accounting
systems were therefore approved. (B-115338,
November 25, 1968)

162. DISBURSEMENTS FROM
HIGHWAY TRUST FUND-We found that
the reimbursement policy established by the
Federal Highway Administration (FHWA),
Department of Transportation, provided for
reimbursements to the States for certain
amounts withheld from progress payments to
the contractors even though these amounts
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had not been paid by the States. Reim! urse-
ments to the States for the costs of highway
construction are made from revenues in the
Highway Trust Fund. Revenues not required

for immediate reimbursement are invested in
special issues of the Treasury. and interest /
earned from these investments accrues to the .
Highway Trust Fund.

In a report to the Congress in September .

1968, we pointed out that, during fiscal years

1965 and 1966. the Highway Trust Fund @
could have realized additional investment in;
come in excess of $1.2 million on funds held
by four selected States if reimbursements had
not been made to the States until such time as
payments had been made by the §tates to the »,

contractors. ‘ s »
We reported that the policy had not re- ?
sulted in the most economical method of re- g

imbursing States for certain elements of high-
way construction costs and recommended
that the policy be revised to provide that re-
imbursements to the States for amounts with-
held from progress payments to the contrac-
tors not be made until such time as the pay-
ments are made by the States. (B-162919,
September 17, 1968) B

163. ACCOUNTING SYSTEMS
IMPROYEMEMNTS—-In July 1968, we re-
ported to the Commissioner of the District of
Columbia that the District Government's
statement of basic accounting concepts, prin-
ciples, and standards did not meet the siand-
ards which would permit tne Comptroller
General to approve it. The central problem
with the statement related to how the finan-
cial management and accounting systems
development work was to be organized and
responsibility established.

In a letter to the Comptroller General in
August 1968. the Commissioner of the
District of Columbia stated that pelicies
related to the statement must be discussed
thoroup._hly before certain decisions can be
made which are, at least in part, related to
some far-reaching changes in District organiza-
tion and practices. (B-140997, July 17, 1968)
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For additional items rclated to “Ac-

Note:
counsing and Fiscal Matters,” see sec-
tif (.n “Lconomic ()pporrumry Fro*
grams,” items 6 and 22. ®
.. >
AUDITING

M
4. INTERNAL AUDIT OF CIVIL-,

IAN PAYROLL OPERATIONS-In response
»t0 the Compwoller General's request of S-p-
temBer 3, 1963, the armed servioes iniiiated a
prcgraﬁ to review and strengthen their pro-
cedures for internal audit o civilicn_pay afid
allowances. As stated in our i=port issued o
the Congress™in June 1969, wy reviewed 'ne
revised audit programs and the work per-
formed by internal audit staffs at 122 military
installations gnd found that, "despite si/mifi-
cant progress maet ovgr the past Soye‘ars.
niany improvements still were needed in the
internal audit of clvilian payroll o:erations in
the Department of Defense. We prcposed that
the Secrctary of*Defénse, to bring Uwsc im-
provcrncnts about:

—Revise internal audit programs to in-
corporate the spegific items we had
identified as omitted from Zoverage in
the cerrent fnternal audit nrcgrams

~Expand internal Sudiy, coverage in the
areas of salary rates and accuracy of
leave records.

—Make inggrnal audits at least bienmially
at each military installation and increase
the extent of detailed review of transac-
tions when signiticant deficiencies are
encountered.

The Department of Defense agreed with
these proposals and stated that it proposed:

~To instruct the military sstvices to con-
sider deveioping biennial audit sched-
ules for the civilian payroll function.

?
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—To ensure that audit coverage woukd be
given 10 the matter of proper salary
rates and that detailed document exami-
nation would be made to the extent
necessary.

On July 29. 1969. the Assistant Secre-
tary of Defense (Comptroller) advised us that
approprate instructicns had been issued and
that his office would provide surveillance over
the progress in implementing them.
(B-152073. June 5, 1969)

»

165. ORGAN!ZATIONAL PLACE-
MENT AND PERFORMANCE OF INTER-
NAL AUDIT FUNCTION-In January 1969
we reported to the Congress that. on the basis
of our review, we believed that the Agency
®r International Development (AID) could
make the AID/Washington internal audit
fufiction more effective by improving its stat-
m’g through a better recognition of the im-
portance of internal audit as a tool of top
#nanagement in costrolling operations. by
placing it higher in the AID organization, and
by coordinating it with other review func-
tions.
kK We found also that (a) the scope of
AID’s internal audit coverage had not been
broad enough to provide systematic coverage
of significant aspects of all AlD-financed
activities and operations in Washington and in
the field. (b. AID ne¢eded to improve the
timeliness of its audit reviews and reports on
coatractor performance under AID contracts
und to require contracting officers to take
more positive corrective actions on its audit
recommendations. and (c) deficiencies in
AlID’s internal av .t plans for 1967 had been
only partialiy corrected in its plans for 1968.

The Assistant Administrator for Admini-
ciiation agreed. n general. with our findings
and sc¢ergestions, with the exception of relo-
cating the internal audit function to a higher
level. As an alternative. AID expanded the
duties and responsibilities of its Deputy As-




sistant Administrator for Administration to
include overall complicnce review in the
broadest sense and coordination of the audit.
review, and inspection functions. We believed
that the necessary independence and objec-
tivity would be obtained only it the internal
auditor were made directly responsible to the
highest pracucable level, preferably the Ad-
ministrator but at least an official who reports
directly to the Administrator.

We recommended to the Administrator
that reconsideration be given to relocating the
internal audit function from its present subor-
dinate position to the highest practicable
level. In May 1969. the President advised the
Congress of the creation of a new position of
Auditor-General in AID who would report
directly to the AID Administrator. The posi-
tion was filled by the Adninaistrator on June
16. 1969. (B-160759. January 17, 1969)

166. ORGANIZATIONAL AND
OPERATIONAL FEATURES OF INTER-
NAL AUDIT-=In a report issued to ihe
Congress in April 1969 on the results of our
review of the intemal audit function at the
United States Information Agency (USIA). we
reported that the internal audit had been
applied mainly to housekeeping-type activities
and to leveis of coverage and reporting below
those that would be of maximum benefi: to
top management and that there was need to
improve the q. ality of internal audit work by
identifying and reporting on the causes of
deficiencies and documenting more fully the
audit work performed.

We concluded that the internal audit
could be made more effective through recog-
nition of the importance of internal audit as a
tool of top managment wn controlling opera-
tions and through the improvement of the
stature and independence of the function by
relocating it to the highest practicable level,
preferably where it would report to the
Director. Deputy Director. or at least to an
official who reports directly to the Director.

120

We rccommended that USIA raise ihe
organizatioral standing o! tle intemnal audit
activities and coordinate them with the other
management review activities; broaden and
refine the intermal audit programming ap-
proach. perfom:ance, and reporting rejuire-
ments: adjust the use of the auditing effort, as
required. to ensure balanced coverage of es-
sential intermal audit arezs; 2nd continue its
recruitment «fforts to fill authorized positions
and vacances.

In May 1969. in reply to our report, the
Director indicated that, on the basis of our
recommendation. USIA had initiated the fol-
lowing actions to make internai audit a more
effective manageme.t tool.

~The audn function, together with the
inspecnion function, would be relocated
in a raw organizational unit headed by
an Associate Director reporting directly
to the Drector and the Ceputy Director.

—Audt reports would be made directly
the Director and Deputy Director,

—Intarmal =Zit and field program ap-
prasal would be conducted jointly by
teams comprising inspectors and audi
tors

—Audmors and  inspectors would  be
charpad with broadened responsibilities
for assessing program execution and re-
lated management activiies without
forgetung the financial and accounting
aud t requrements.

—Ettorts would be made to clarity the
urcertying causes of deficiencies found
and to address recommendations to the
correction of those causes as well as the
detcces
The Director’s reply indicated that USIA
did not oln to implement our recommenda-
tions relating to the nced for adequate de-
scriptions in working papers of the audit work
performed and for supervisory reviews of
audit work performance. (B-160759, April 8,
1969)




167. ORGANIZATIONAL PLACE-
MENT AND COVERAGE OF INTERNAL
AUDIT—The Department of Health, Educa-
tion, and Welfare (HEW) had made significant
improvemeats in the organizational structure
and operation of its audit function. These
improvements included (a) vesting responsi-
bility for the entire audit function :n a single
organization. (b) establishing an aggressive
recruitment and staff development and train-
ing program, (c) broadening the scope of its
audits, and (d) adopting plans for improving
audit service to top management.

Because the head of the HEW Aucit
Agency was under the general supervision of
the Assistant Secretarv, Comptroller, who was
responsible for many of the activities subject
tn internal audit, we recommended. in a
report issued to the Congrsss in May 1969,
that, to safeguard the exstence of an ade-
quate Jegree of independence, the Secretary
(a) satisfy himself that the official to whom
the internal auditors report not only permits
but also encourages the exercise of latitude in
setting the scope of work and in reporting on
esults of internal audits. (b) concern himself
with the scope, effectiveness, and staffing of
the internal audit functon and with the ade-
Guacy of attentior: paid to audit fiadings and
recommendations. and (c) provide the inter-
nal auditor with direct access to the Secretary
when the intesnal auditor deems this neces-
sary to fulfillment of his responsibilities.

We had seme reservations as to whether,
under th= HEW Audit Agency's existing
arrangement of organization and staffing. ade-
quate independent internal review coverage
ccu'd be given tc the external audits of
gra itees and contractors. We recommended
that the Secrtary, from time to time. satisfy
himself as to the adequacy of the internal
review coverage being afforded by the HEW
Audit Agency to the manner in which its
external audit rreponsitilities were being dis-
charged. (B-16:739, May 9. 1969)

168. IDENTIFICATION OF BASIC
MANAGEMENT WEAKMESSES UNDE?R-

e A 2T 2 Ui OB 3 e L
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LYING ADVERSE CONDITIONS-On the
basis of our examination of the activities of
the Office of the Government Comptroller of
the Virgin Islands for fiscal years 1966 and
1967, we expressed th. belief, in a June 1969
report to the Congress, that the effectiveness
of the Comptroller's audits of the *+ 'ar
government would te enhanced if eu.er
emphasis were placed on (a) identifyin, basic
management weaknesses which permitted the
occurrence of adverse conditions found dur-
ing his audits and (b) developing recommen-
dations diz.octed not only to any action
required 2s to the specific matters reported
but. more importantly, also to the needed
improvemer. . in the management system.
3

We noted in many cases the reports
issued by the Comptroller did not disclose the
basic weaknesses ‘a the insular government’s
management system even though such weak-
nesses appear to have existed because (a)
numerous instances of adverse conditions
were found in the activities audited and (b}
subsequent follow-up audits of the activities
disclosed that similar deficiencies continued
to occur.

Instead. we found that the reports
directed attention primanly to the need for
action to correct the specific adveise condi
tions and, as a result. the identification of the
basic management weaknesses and the detér-
mination of the necessary actions to correct
such weaknesses rested with the insular
government. On the basis of follow-up audits
made by the Comptroller. which disclosed
that in many insian==s prior reported defi-
ciencies in lie povermnmen! operations con-
tinued to exist, it appears that the responsible
officials of the insula- government m:y not
always have identified and corrected the thsic
ma=>gemen! probiems.

T insular government. rather than the
Comptrolier, is responsible for developing and
ivsialling methods. systems, or procedures.
On the basis »f the knowledge ke has
cbtai..ed from iis review work. however, the




Comptroller should be as specific as nossiole
as 1o, the action which he thinks shouid be
taken. This approach. in our opinion, would
be mo-2 time-consutiing than merely develop-
ing and reporting on individual instances of
waste or inefficiency. We believ® however,
thatg8uch a practice would provide for effec-
tive utilization of the Comptroller’s audit
staff in that it would r-ovide greater »ssur-
ance thag long-range improvements are made
t® minimize recurrence of deficiencies in the
insular government’s operations.
]

Accordingly. we recoonme.aded that the
"crclary, »f the Interior direct the Comp-
troller to plice greater emphasis on ihquiring
into the buasic causes of adverse cgrditions
disclosed in his audits of activities cf the
Governmeat of the Virgin Islands and 19
fcrmulate recommendationt for Preventing
si.nilar@ccurrences in thé tuture.

® e

In Apri! 1969, the Director &f Suryey
and Reviewtin corz.cnting for the Depart-
ment. advised us that, as a matrer of audit
policy. the,Department and the -‘omptréer
Joncursed with the underly’ 1g ptinciple upon
which our proposal was based and, that the
Comptroller would devote additionai effort to
identifying weakpesses in the management
system of the insular government. In this
regard, the Director of = ' =y and Review
advised ti'e Cmgplro']cr.' in April 1969,
that the Director’s office ~ould be working
further with tne Comptroller in developing
audit driteria to improve t.  _ifectiveness of
the Comptroller's audit activities. including the
additiondl emphasis necae.l to identify weak-
nesses in the management system causing the
adverse conditions identified in his reports.
(B-114808, June 30. 1969)

169. IMPROVEMENT IN INTERNAL
AUDITING-We reported that the Federal
Aviation Administration (FAA) could sub-
stantially improve the utilization of its inter-
nal audit resources by (a) administratively
centralizing the field and headquarters inter-
nal audit functicn into a single internal audit
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organization whose di
tiic D ighest practical:- ..1e agency, (b)
separating the ad ison «on from the in-
te:inal audit staff, (c) ersur.ng that all signifi-
cant areas of FAA's operations are audited on
a systematic busis, and (d) providing more fre-
quent audits of payroll operations and relate-”
expenditures.

Ad report to

The FAA Administrator agreed to (a)
consolivate the intemal audit stafls into a
centralized internal audit organization, (b)
separate the advisory services function from
internal audit caffs, and (c) take action to
ensure that all significant areas of the Admin-
istration’s operations are audited on a sys-
tematic basis.

Subsequently, the Secretary of Transpor-
tation decided that the various Department of
Transportation internal audit functions, in-
cluding those of FAA, would be consolidated
at the Department level. (B-160759, July 2,
1968) >

170. AUDIT POLICIES AND PRAC-
TICES—In our report of June 1969 to the
Director. National Science Foundation (NSF),
we expressed our opinion that, for the most
part, the intemal and extermnal reviews of
NSF’s Internal Audit Oifice were somewhat
too limitea in scope and that there was room
for certain improvements to strengthen the
effectiveness of the audit work arnd increase
its usefulness to management.

We found that the audit reviews were
generally limited to financial-type audits of
NSF’s intermnal operations and of individual
grants and contracts at grantee institutions
and contractor locations. Generally, these
revie 5 were not directed toward an evalua-
tion of the manner in which NSF's program
responsibilities for the support of research
and education in the sciences had been camied
out. We stated our belief that comprehensive
management-type reviews of seiscted major
support pro-zams were needed for a proper
evaluation of program management and the




accomplict.ment of desired objectives and that
the ini‘sation of such reviews should be given
high nriority in NSF’s audit plans.

The Director agreed that the effective-
ness of the Internal Audit Office’s work and
its usefulness to management would be
increased by broadening the scooe of audit.
He informed us that NSF pl-ined to increase
the scope of audit reviews to the extent that
its limited manpower resources would permit.

In addition, we proposed certain othe:
improvements in NSF's audit activities, such
as the establishment of formal follow-up pro-
cedures regarding the implementation of
internal audit recommendations and ef proce-
dures for formal coordination between the
Internal Audit Office and the Management
Analvs: Office to avoid possible duplication
of work and to provide for maximum cooper-
ation. The Foundation informed vs of its
agreement with these proposals and of action
that had or would be taken to carry them out.
(B-160759, June 17, 1969)

MANAGEMENT INFORMATION
SYSTEMS

171. AIR FCRCE MILITARY PER-
SONNEL DATA SYSTEM-lac Air Force
maintains a computerized personnel data
system to provide the information needed for
management of its military personnel. The in-
formation provided by the system is used as
the basis for management decisions affecting
overall planning and budgeting and for deci-
sions affecting individual officers and enlisted
men in such personnel actions as assignments,
promotions, separations, and retirements. We
examined intc thz operation of the system for
the peric  : «al through October 1967. The
examinatup vy directed primanly toward
evaluation of the data recorded in the system
and did net include an overall ewvaluation of
the operation. Our report on the examination
was issued to the Congress in July 1968.
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We found that the data in the system
was not sufficiently reliable to serve manage-
ment purposes effectively. Our examination
of the recorded personnel data for 378
officers—an average of 85 items of informa-
tion for each officer -showed that 366 of the
378 data printouts had one or more errors.
The errors averaged ‘ve for the record of each
officer. A similar examination of the recorded
personnel data for 450 enlisted nien—an aver-
age of 52 items of infarmation for each en-
listed man—showed that 457 of the 480 data
printouts had one or more errors. The errors
averaged three for the record of each enlisted
man.

In our opinion the errors stemmed from:

—Lack of adequate review procedures 10
ensire the accuracy of personnel in-
formation.

~Absence of standards for evaluating the
reliability of the data in the system.

—Ineffective guidance and instruction 2
personnel at base level by higher levels
of command.

—Inadequate staffing and traimng of per-
sonnel at base level.

The Air Force agreed. in general., with our
findings and proposals for corrective action
and informed us of steps taken to strengtnen
its management of the personnel cata system.
These actions, if properly :mplemented and
monitored. should improve the reliability of
the data in the system. (B—164471, July 25,
1968)

172. SUPPLY MANAGEMENT
DATA SYSTEM FOR TANK AND AUTO-
MOTIVE VEHICLES AND REPAIR
PARTS-The Army Tank-Automotive Com-
mand (TACOM) has the mussion of picviding
tank and automotive vehicles and repair parts
for all the miiitary services in the United
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. Seates and overseas. As a part of our continu- —Prevent additional invalid data from

ing program of review of management activi-
ti#s at TACOM, we examined into supply
management, giving particular attention to
problems in its computerized fupply manage-
';lcm data system.

For several years,. TACOM had been.
unalje to ackieve the desired leveis of supply

@ suppcrt. During the period February 1965 to

November 1967, for example, stock requisj
siom filled on time ranged between 33 and 738
percent compared with the objective of 85
percept established by the Army Materiel
Command. in November 1967, bnly 46 per-
cent of the requisitions were l‘nl‘.c:’j on time.

In our report issued to the Congres n
September 1968, we stdied that the situation
stegnmed primarily from the presence oi inac-
curate d"na ingthe corrlputeré'.ed supply man{
agement records. Although 'TACO,M and
higher dommand officials had rzcognized éhe
seriousness of this prcblem and hgd taken
actien»tq itnprove the accuracy of e data,
thdse efforts generally had Been unsuccessful.
A 1967 study showed. for examp!® that
about $94 million worth of material recorded
as due-in had in fac.t been received and that
about, $83 million worth of material had been
fecejvad bat had neper been recorded as due-
in. These gtonditions can cause inventory
managers to either procure unneeded supplies
or, fail to procure needed supplies.

In our opinion, the prime factor retard-
ing improvement of supply support effective-
ness was the lack of coordination. evaluation,
and follow-up efforts to clear up the conr
puterized supply management records. Other
factors -imposition of additional work loads,
major reorganizations, and saturation of com-
puter capacity —also had adverse effects.

We proposed that the Sccretary of De-
fernss establish a coordinated supply manage-
ment program at TACOM to:

= improse supply records.

.

124

entering the records.

—Review additional work loads or special
programs ta be imposed on TACOM, to
prevent unnecessary interference with
the current management improvement
program.

—Establish measures to maintain organi-
zational stability at TACOM and 1o pre
veni the constant movemnent of experi-
enced supply personnel.

—~Review the use being made of the exist-
ing automatic data processing equip-
ment with the objective of eliminating
or reducing lower priority projects so
that the equipment can be used for
matters vitally in need of correction.

The Army, in its reply on behalf of the
Secretary of Defense, agreed with these pro-
posals and stated that actions in keeping with
the proposals either had been taken or were
planned. (B-146772, September 23, 1968)

MANAGEMENT PRACTICES-
GENERAL

173. ADMINISTRATION OF U.S.
PARTICIPATION IN THE WORLD HEALTH
ORGANIZATION-In a report to the Con-
gress in January 1969 on our review of the
U.S. Government's financial participation in
the World Health Organization (WHO), we
stated that executive agencies had not ob-
tained the specific analytical information rela-
tive to proposed and continuing WHO proj-
ects and programs needed to identify
programs whose justification might be ques-
tionable or which could be accomplished with
greater economy and efficiency. Budget and
operational data fumished to mcmbers of
WHO by its secretariat has been too sketchy
and incomplete to make firm assessments
regzrding implementation of WHO prujects
and programs.

The United States has ro systematic pro-




cedure for evaluating WHO projects and pro-
grams. Those attempts which have been made
by the United States and by United Naticns
agencies have failen far short of what is re-
quired by U.S. offici2ls to make independent
judgments relative to the efficiency and effec-
tiveness of WHO operaticns. In three of the
last four years, the United States voted
aeainst adoption of the budgets proposed by
the WHO secretariat on the basis that the
budgets were higher than the United States
considered appropnate. The proposed budgets
were adopted, however, on the votes of other
members, and the United States thus contrib-
uted to budgets greater than it wished to
support.

Althougt, U.S. interests appear to have
been reflected in certain WHO programs—
notably malaria and smallpox eradication—it
was difficult to determine to what extent U.S.
objectives had been met over the years
because the executive branch had not decided
on the relative order of magnitude which it
believed appropriate for the various WHO
programs.

We recommended that the Departments
of State and Health. Education, and Welfare
take actions directed toward obtaining the
pertinent factual data necessary to make suffi-
cient analysis of WHO programs ard budgets
in order to exert meaningful influence on the
programs and budgets.

The Departments of State and Health,
Education, and Welfare agreed, in principle,
with most of the recommendations. The [ »-
partment of State pointed to actions being
taken on a United Nations-wide basis to seek
improvements in fiscal and admin‘strative
practices of international organizations. The
executive agenci=s. however, did not indicate
any intention to actually implement the
recommendations.

Although the executive agencies indi-
cated a willingness to work for improvements
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in the fiscal and administrative practices of
intermational organizations. we believe that
more aggressive action was needed by the ex- =
ecutive agencics in order to solve the specific S
ard basic problems discussed in the report. 1~
(B-164031(2), January 9, 1969) 3
174. OBSERVATIONS ON THE
VIETNAM PACIFICATION PROGRAM /

HAMLET EVALUATION SYSTEM-AL the

request of the Chairman, House Foreign Af -
fairs Committee, we reviewed selected aspects

of the Hamlet Evaluation System (HES) used -
by the Military Assistance Command in Viet-
nam (MACV) to assist in the measurement
and reporting on the status of the pacification -
program of the Government of Vietnam g
(GVN). The results of cur review, which in-
volved the Department of State as well as the
Department of D2fenss, wers reported to the
Committee in January 1969

Padification is the term given to the pro-
cess of establishing or reestablishing GVN
local government at any level-from the indi-
vidual hamict to the national level-tc meet
the needs of the people of the Republic of
Vietnam.

These processes include establishment
and maintenance of territorial security, elimi-
nation of the Viet Cong underground govern-
ment or infrastructure, building or rebuilding
of a poltical system that includes participa-
tion of the people. and initiation of progres-
sive economic and social activities.

We were requested to include in our re-
view the studstical-gathering process. the data
consohdation process. and the dissemination
of the resulting information. We were re-
quested also to include in our report observa-
tions o: the rcliability and usefulness of the
information being developed.

It is our understanding that the system.
based largely on subjective judgments of U.S.
evaluators. was established to provide trends




indicating pacification progress and was not
expected to result in precise measurements.

As »n inlicator of trends and as a device
for identificaiion of problem arcas requiring
additional pacification effort. the data gen-
erated by HES appears to serves a beneficial
purpose.

We believe. however. that the value of
HES as a management todol could be en
bhanced. We found that tierc was a need for
improving the relinbility of the <ystem be-
cause certain U.S. evaluators

—nead rmore training N the technques
and procecture: of the system,

are ynfamular with the Vietnamese cul-

ture and luggage,

—have too many hamlets 1o evaluate each
manth,

—are unable to become adequately famil:
iar with their areas because thewr assyn:
ments as evaluators are of such short
Juration and

—do not alays have the benefit of the
enperence of their predecessors

We believe that the system would be more
meaningful if

-hamilet sacurity and hamlet socwal eco-
nomic. and political indicators were
reporied separately.

—a separate reporting cateqory \were
establishad for certain marginaily rated,
relatively secure Pam;ats.

~certan of the evaluation Questions
asked were modified 10 elicit more ob-
jective rasponses. and

assessents were made of the impact of
refugee flow and other variables which
may tend 10 dimimsh the relability of
the results reieased to the Congress and
to the pubhc.

HES statistics and reports on the status
of the pacification program are distributed to
the Congress. to U.S. Government agencies,
and to the public. The reports are issued with-
out the gualifications necessary to alert recipi-
ents that the material was based on subjective
judgments of the evaluators or that the infor- #
mation. in some casss, was not based on the
personal knowledge of the evaluators.

The neced to improve HES has been of *
continuing concern to U.S. officials. and
measures have been and are being taken lo "
deal with the problems found in the system.

Such effort should continue. Moreover. infor- ‘
mation based on HES. disseminated to the

Congress and to the public. shwuld be care-

fully qualified. ¢ d

Subsequent to the issuance of our '
report. the Deputy, Civil Operations and Rev- v
olutionary Development Support, MACV,
forwarded to us, by letter dated May 13,

1969, a set of specific actions initiated by his
staff to deal with the major points raised in
our report. (B-164785. January 16. 1969)

175. ACTIVITIES OF THE CENTER
FOR CULTURAL AND TECHNICAL
INTERCHANGE BETWEEN EAST AND
WEST-In a May 1969 report to the Congress.
we stated that there was a need for a more
systematic method of making objectively
based evaluations of the effectiveness of the
East-West Center's various activities. Center
officials were aware of this need and were tak-
ing steps to establish evaluation procedures.
The purpose of the Center, which was estab-
lished by a grant-in-aid agreement between
the Department of State and the University of
Hawai pursuant to the Mutual Security Act
of 1960. is to promote better relations and
understanding between the United States and
the nations of Asia and the Pacific through
cooperative study. training. and rescarch.

We found that there was no master plan
which indicated the location of proposed
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future facilities and prospective sites of addi-
tional land that would be made available to
the Center. Because ofan increasiny scarcity
of lan@ resulting from the expansion of the
university, a2 need existed to idenuify the
Iong-mn.se land requirements of the Center.

[ 2

Under the grant agreement. the university
is primarily responsible for the operation of
the G@nter. 1t does not. in practice, however,
play a role in the formulation of Center
policy nor jn the decision making process at
the Center commensurate with that responsi-
bili®. This situation did not appear to affect
the ability of the Center to achxeve its objec-
tive in a satisfactory manner.

We recommended that the Secretary of
State . )

7

—take\he necessary_ steps to en5ure that
goals are defined and that 'evaluatnots
are made of the effectiveness of Center ®
activities in order tnat the Department
and the Congress may have a sound ’
basis for ggesfing the extent to which
the Watutory purposes 2 : bei
teined. v

—work with thev various organizations
concernggd to develop a tent’tsve long-
raflige Jandusc plan for gge Center, ac-
ceptable 10 bgrh the Department and
the university, with emphasis on estab-
lishing the location of prospective facili-
ties bn land provided under the existing
agreement and on identifying the possi-
ble fullure needs for additional land; and

—consider revising the orant-in-aid
agreement to reflect the actual responsi-
bility ard consequent authority of the
university over Center operations.

The university. agreed that there was a
need for the development of a long-range plan
fur the future expansion of the Center and
that additional land should be made available
as needed. The Department pointed to the
provision for land in the grant agreement and

to the commitment of the university to make
additional land available as needed.

The Department felt that it was unneces-
sary to revise the grant agreement in view of
the close working relationship that existed be-
tween the East-West Center and the univer-
sity. This position was supported by the uni-
wersity which believed that the agreement
should not be revised until the nature of the
relationship, whicn is still changing, becomes

¥ clearer. (B-154135, May 20, 1969)

176. MAINTENANCE OF DUPLICA-

TIVE RECORDS-At three of the Foreign
Service posts serviced by the Department of
State’s Regional Finance and Data Processing

» Center (RFDPC) Paris. France, we found that
duplicative and unnecessary records were
®eing maintained. Maintaining such records
sreduces the potential tangible benefits in-
*tended to be realized from the centralized

» System at RFDPC.
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Accordingly, in a report to the Depart-
ment in January 1963 we recommended that
steps be taken to eliminate certain duplicative
and unnecessary records at Foreign Service
posts serviced by RFDPC. In October 1968
the Department informed us that the con-
tinued use of certain records was desired but
that the uze of transmittal logs of documents
sent by the posts to RFDPC would be elimi-
nated. (B-146703, January 31, 1968)

177. UPDATING OPERATIONS
MANUALS-W2 found that manuals rclating
to operations of the Department of State’s
Regional Finance and Data Processing Center
(RFDPC) Paris. France, had not been updated
for several years and. because of their obsoles-
cence, did not provide adequate written guid-
ance to operating personnel or meaningful
reliable information to audit and other review
groups. Officials at RFDPC concurred with
the need to update the manuals.

In a report to the Department in January




1968, we recommended that steps be taken to
ensurc appropriate updating and current
maintenance of the RFDPC manuals and their
integration and/or coordination with the
Department’s system of manuals and circular
instructions.

The Department’s reply of October 1968
stated that the RFDPC manual of operations
covering accounting and disbursing operations
had been updated as we recommended. On
June 30. 1969, however. the Department
informed us that it would not implement our
recommendation that the manuals be inte-
grated and/or coordinated with the Depart-
ment’s system of manuals und circular instruc-
tions because it considered the maternal in
RFDPC manuals to be merely supplementary
instructions to the Depurtment’s Foreign
Affairs Manuals. (B-146703, January 31,
1968)

178. STORAGE PRACTICES AT
EXHIBITS WAREHOUSE-In October 1968
we reported to the Assistant Secretary for
Administration, Department of Health, Edu-
cation. and Welfare (HEW), that our review at
HEW's exhibits warehouse had revealed condi
tions which indicated inadequate house-
keeping operations and inefficient space utili-
zation.

Collections of trash and rubbish existed in
large quantities: thousands of envelopes were
scattered over the floors: many crates contain-
ing exhibits were open or broken: damaged
parts from the exhibits were scattered on the
warehouse floor: and exhibits appeared to be
stored in a haphazard manner rather than
according to an orderly plan. Also. the aisles
of the warchouse were cither crowded or
completely blocked. and fire extinguishing
equipment could be reached only by walking
over the top of exhibit crates. Further, the
roof of the exhibits warechouse leaked.

We recommended that HEW take appro-
priate actions to (a) inspect the fire-fighting

equipment to determine its uscfulness, (b)
inspect the exhibits warchouse to determine
its adequacy and make a thorough cleanup,
and (c) improve the inspection and enforce-
ment procedures in a manner designed to
obtain more efficient and proper utilization
of space.

The Department advised us in November
1968 that the conditions reported by us at
the warehouse had been corrected and that,
to ensure proper housekeeping in the exhibits
warchouse, a specific designation of responsi
bility had been made for inspection and main-
tenance, as well as for follow-up inspection of
the facility. (Report to the Assistant Secre-
tary for Administration. Department of
Health, Education, and Welfare, October 2,
1968)

179. MANAGEMENT OF COST RE-
DUCTION PROGRAM-We reviewed the
Agency for International Development (AID)
Cost Reduction and Manigement Improve-
ment Program. to determine the status of im-
plementation of the program and to identify
areas where the program might be improved.

We found that (a) AID had adopted a
low-keyed approach to the program devoting
a minimum of manpower and other resources
to it, (b) the programs in fiscal years 1967
and 1968 had been geared primarily to com-
piling material suitable for inclusion in the re-
quired semiannual reports to the President
and only incidentally to fostering a sense of
cost consciousness throughout the organiza-
tion. (c¢) support for the progam by top
management was lacking; some officials ex-
pressed a negative att‘tude toward it, and (d)
the program was not promoted actively and
therefore resulted in limited participation by
AID personnel. It was our view that programs
such as the cost reduction program must have
the full support of top management and the
broad participation of AID personnel in order
to be successful.

Accordingly. in our April 1969 report to
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the Administrator, AID, we recommended improve i, or intensfied management actions

that: or from eumination or curtailment of low-

—the program be redirected so that it
serves not only as a reporting medium
for cost reduction actions but. maore
importantly, also as a means 10 stimu-

priority activities under the qualifying circum-
stances established by BOB. We also noted
that, in some instanves, cost savings had been
significantly understated or had not been veri-

late and encourage a sense of cost con- ﬁeq. In addition, a5 a result of not dissemi- e
sciousness within AlD: nating the cost reduction ideas within the

Department and not indicating to BOB 'he -

~top management demonstrate full sup- possible application of these ideas to other o=

port for the program and be more ac- agencies, the potenual for wider application o

tively involved i it. possibly through had not been realized. __

the establishment of a cost reduction ’:,

committee at the assistant administrator
level.

—the program be actively promoted and
publicized throughout the year, and

—certain internal guidelines governing the
program be revised and others be more
closely adhered to. These guidelines
concern the criteria tor cost reductions,
reporting requitements, review and vali-
dation of savings, and dissemination of
cost reduction mnformation.

(B-1637062, April 21, 1969)

180. COST REDUCTION AND MAN-
AGEMENT IMPROVEMENT PROGRAM-In
a report to the Secretary of the Interior issued
in May 1969, we pointed out that, on the
basis of our review of selected cos? : . Jution
projscts or subprojects which accounted for
ahout $13.6 million of the approximate $22
million reported by the Department of the
I1.terior in fiscal year 1968, we believed that
many did not qualify as valid cost reductions
under the cnteria established by the Bureau of
the Budget (BOB) in its Circular No. A<44. We
pointed out also that the reported costs
savings were not being effectively validated
and that, generally, cost reduction ideas were
not being disseminated for possible wider

application.

We believe that many projects reported
as cost reductions did not result from new,

We recommended that the Department
of the Interior ssue guidelines to the bureaus
reemphasizing the requirements of $OB Cir-
cular No. A-34. We recommended also that
procedures be established to require that cost
reduction projects be presented in sufficient
detail so as to allow a determination of their
possible wider application and that they be
reviewed for proprety and reasonableness as
well as for possible wider application by indi-
viduals having over:il knowledge of the opera-
tions of the Departnen! and other executive
agencies before submission to BOB. We
recommendc? further that directives be issued
to all employees concerning the importance
of the cost reduction program. (B-163762,
May 20. 1969)

181. MANNER OF CARRYING OUT
COST REDUCTION PROGRAM-Bureau of
the Budget (BOB) Circular No. A<44. Revised.
provided for establishment of a formal Gov-
emment-wide cost reduction program and
established criteria for carrying out the pro-
gram with vanious Federal agencies. The
Department of Agniculture initiated its pro-
gram in June 1965. For fiscal year 1968, the
Department claimed savings of about $343
million uader the program.

Our review indicated that the Depart-
ment had taken aggressive action 1o encourage
employee participation in the program and io
disseminate results of the program throughout
the Department - features which. in our opin-




ion. are essential to the proper operation of a
« *cot reduction program.

@& We found in;tances. however, where tu.
Department instructions and e constituent-
agency guidelines did not agree with require-
nfnts established for The program by BOB.
As a result. agencies were claiming savings for
management practices which had been in *
@ffect Yor several years. were not reporting
nonguantifiable savings, and were not .cxpl:u'n-
. m% thg use to be made of savings.

»
L Also. on the basis of our review of a
rendom’ sample of 24 cost reductinn reports
fer fiscal year 1968 involving claimed savings
of aout S119 million. we believéd that the
savings claimed in many of the renorts wgres
questionable. The situatvion oagurred” pni-
marily, in our opinionsbecause procedures for ¢
validdtirg claimed savings were not adequate. »
5 We found ®hat peérsonnei®responsible for such *
validations, rarely validated reported a@liong
against program criteria and that. in some
mnstances, sugh personnel were not inPpen-
. du‘-rupf thetunit claiming the sgvings.
v k]
We recommended that the instructions
of the Dcparln.lcnt and its constituent agen-
cies be revised .
s ° ’
fo confine the re;h'!ir‘g of savings re
sulting fPom 2 ost reduction action tc
those that occur within the 12-month
+» perioc following nitiation of the ac-
tion,

L

—where necessary, 1o provide that, in ac-
cordance with BOB instructions, non-
quantifiable savings are 10 be reported.
and

—where necessary, to conform to BOB's
nstry ctions requiring explanations of
the use of savings and descriptions of
the specific benetfits to be derived when
Savings are reprogrammed,

We recommended also that the Depart-
ment ensure that validating personnel are
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truly independent of the unit claiming the
savings and are aware of program criteri» for
claimed savings and that the Department issue
more detailed validation procedures.
(B-163762, July 31, 1969)

182. CRITERIA FOR DELIVERY
OF MAIL IN RURAL AREAS-We noted in-
consistencies within and between regions in
the standard of mail delivery «ervice provided
by tne Post Oifice DNepartment to rural
patrons who were served by box delivery star
routes. Star route contracts generally provide
for intercity highway transportation of mail
and may provide also for delivery and collec-
tion service to individual patrons’ boxes along
the route. Postal regional officers were not
applying uniform criteria in determining when
box delivery service on other than a daily
basis could be provided.

We found that the existing instructions
had resulted in inconsistent interpretation and
application ©of departmental policy by the
various regional offices. Although there is no
mention in these instructions concerning the
frequency of service on other than a daily or
triweekly basis, two of the regions covered in
our review—San Francisco and Seattle—had
box delivery star routes with delivery frequen-
cies of 1, 2, 3, 4, 5, and 6 days a week. An
official of the San Francisco Region advised
us that the region varied the frequency of
delivery on the basis of family density.

The Seattle criteria would allow estab-
lishment of box delivery star route service
with a density as low as one quarter of a
family a mile, although the Department in-
structions did not appear to authorize estab-
lishing service for less than 1% families a mile.

Of the 272 box delivery star routes in
the Seattle Region at the time of our review,
195 had fewer than 1-1/2 families a mile. We
noted that 92 of these routes di! not meet
the Seattle Region’s family density criieria for
the level of service provided.




We believed that the inconsistency in the
criteria applied by various regional cifices
with regard to the establishment and fre-
quency of service by box delivery star routes
indicated the need for clarification of depart-
mental instructions. to obtain a reasonable
degree of uniformity in the standard of postal
service provided to rural patrons in different
parts of the ccuntry under simiiar circum-
stances.

In commenting on our report. the
Deputy Postmaster General stated that. dis-
cretionary authority, as allowed the Post-
master General under existing statutes, was
necessary because of an extreme number of
variables encountered in conditions affecting
delivery. He agreed, however, to take action
to provide additional guidelines for establish-
ing frequencies at which deliveries would be
performed on box delivery star routes.
(B-114874, August 2, 1968)

183. ADMINISTRATION OF CON-
STRUCTION PROJECTS-We reviewed se-
lected projects for the construction of shore
unit and aviation facilities included in the
Coast Suard’s acquisition, construction. and
improvement (AC&I) program for fiscal years
1965 through 1968, with emphasis on the ef-
fectiveness of the Coast Guard’s programs for
managing its construction projects and Keep-
ing the Congress informed of significant
changes in the scope and/or funding of con-
struction projects.

In our letter report to the Commandant,
we pointed out that there was a need for the
Coast Guard tu devzlop a more definitive pro-
gam for keeping the Congress informed of
significant changes in the scope and/or fund-
ing of its construction projects. Furthermore.
we stated that such a program should provide
for full disclosure of facts relating to specific
projects which are of interest to members of
the Congress and to congressional commit-
tees.

We recommended that the Coast Guard’s

n

program for keeping the Congress informed
be expanded to include specitic guidelines for
office chiefs and program managers to follow
in evaluating the significance of changes in the
scope and/or funding of conmstruction pro-
jects. We recommended also that guidelines be
developed regarding the tvpe of information
that should be fumished to the Congress for
those projects in which significant changes are
made.

In May 1969. the Commandant of the
Coast Cuard stated that the Coast Guard
agreed with the evaluations set forth in our
report and informed us of the specific actions
being taken to remedy the situation. He
stated also that the appropnate instruction
would be revised to incorporate these
changes. (Report to Commundant, Coast
Guard, Department of Trunsportation, Feb-
ruary 25. 1969)

184. CONTROLS OVER DOCUMEN-
TATION-In December 1968 we reporied to
the Area Director of the Economic Develep-
ment Administration’s Western Area Oifice
on the results oi our review of the business
loan proeram in that area. We reviewed se-
lected loan files of the Department of Com-
merce in Washington, D.C.. and in the area
office to evaluate procedures followed in
Qrocessing. approving. and administening prog-
ect loans. Cur review showed that complete
documentation was lacking in several of the
project files in the avea office. although some
of the information was avartable n Washing-
ton.

We believed that the dor amentation of
significant facts would assist both field and
Washington management in <valuating and
approving loan applications and that complete
documentation of information obtained sub-
sequent to approval would axd loan servicing
officials in recognizing adverse conditions. We
therefore suggested to the Arsa Director that
he institute procedures which would emsure
that all significant information pertaining to
each loan project was documented and that
area office files contained all pertinent infor-
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mation, including that developed at other
locations. In January 1969 the Deputy Assis-
tant Secretary for Economic Development
advised us that procedures had been instituted
to ensure that the pertineat documents were
in the Western Area Office files. (Report to
Area Director. Western Area Office, Eco-
nomic Development Administration, «<epart-
ment of Commerce. December 6, 1968)

185. CONTROLS OVER DISTRIBU-
TION OF PUBLICATICNS-In a report to
the Director. Office of Field Services (OFS).
Department of Commerce. we commented
that. although coniols over Government
Printing Office publications sent to field of-
fices appeared generally satisfactory, controls
over Depurtment of Commerce pubdlications
sent to field cffices were not adequate be-
cause records were not maintained to show
quantities received and quantities sold or
otherwise distributed. As a result, we were
unable to ascertain whether all receipts appli-
cable to the sale of publications were col-
lected and accounted for.

Subsequent to our report. the Director.
OFS. advised us that his oifice and the Office
of Administration for Domestic and Interna-
tional Business instituted a review of OFS’s
procedures concerning the sale of publicanons
and agreed thst the procedures needed
strengthening.

As a result of our report. OFS. in
November 1968, issued procedures for the
receipt. sale. and distribution of processed
publicatics. (Report io Director. Office of
Field Services. Department of Commerce.
September 29. 1967)

186. QUALITY ASSURANCE CON-
TROLS (a}-Althougt the Apollo rehability
and quality assurance plan. issued by the
National Aeronautics and Space Administra-
tion (NASA) in August 1965, prescnbes cer-
tain requirements for the preparation and
approval of quality assurance plans with
respect to each managemert level, and for the
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performance of periodic cuality audits, we
found that certain of these requirements had
not been fully implemented by the respon-
sible management levels.

We found that the Headquarters Apollo

reliability and quality assurance office had

not fully carried out its responsibilities for
seeing that the NASA centers had prepared
and issued adequate quality assurance plans
covering their Apullo quality assurance activi-
ties and that that office had not made peri-
odic audi*s of the quality assurance activitied
of the centers.

We found thart. in addition to the lack of
adequate center plans, the quab$y assurance i
plans of some prime contractors at two of the
centers either had not been approved or had
not been approved on a timely basis and that,
at the time of our review, only one of the
centers was continuing to make the required
pericdic audits of contractors.

We expressed the opinion that the objec-
tives and benefits that were expected by
NASA management with the issuance of the
Apollo reliability and quality assurance plan
were not being fully realized because many of
the requirements applicable to the two areas
of the plan (2) were not being implemented or
(b) were not being implemented in the man-
ner called for by the plan. g

Although we acknowledged that
improvements had been made during our
review in both plan preparation and the
undertaking of audits, we proposed to the
NASA Administrator that a special study be
made of the Apollo quality assurance program
with particular emphasis on:

—Assessing the adequacy of recent ac-
tions oy Apollo program mananement
to obtain more coinplete implementa
tion of the program requirements for
plans and audits and, where necessary,
recommenching any further actions re
quired to ensure the necessary compli
ance.

L




—Reviewing and evalLating the extent of
comggiance wath o*her important re-
suwrements of 1= Apcilo rehlabihity and
gualitv assurance oilane

. ’ »

V-\SA advised =us that. althougl the
Apollo reljability and quality assurance plan
had not n fully implemented. the func-
tion. as performed. coupled with other man-
agement cZuLiols, had been responsive (o
Apclio @eeds and had provided acceptable vis-,
ibility for Apollo program management.

NASA furthegadvised us that a special study
tearft had been established in acoprdance with
our pﬁpos.:l Thc study was subsequently
completed and a number of recommendatichs
were made to improve quabty assurance in
the Apollo jrogram. (B-156556. March {1
1969)

- -
187. QUALITY ASSURANCE CON-
TROLS (b)-Puring testing. the S— ‘VB-503
stage of the Satum tauffch vehiele wds acci-
dently destroyed. ,The National Aeronautics
and Space Admin'strau'on (NASA) and the
McDonnell Doyglas, Cerporation (MDCO)-
manufacturer, of #he stags-attributgd he
cause of the accident to the use of nonspegifi-
cation weld wire in the fabricition by 2=
MDC subcontractor of a high pre:sure titan-
ium sphere used to stere helum in ‘he stage:
commercialy pére titanium wire wis used

instead of the s'pecrﬁcd mamu\s:llloy vire.

Under NASA poh;y contractor: ar: to
msntute quality assurance programs which

will provide fqg early and prompt detection of
actual or potential errors, system ir compats-
bility. merginal quality, and trend, or condr
tions which could result in unsitisiactory
quality products. We exrrossed the belief
that. if established quality issurance proce-
dures had been cifectively carried out by
MDC and the subcontractor, the accident
probably wouid not have occurred.

We found that, in some cases, MDC and
the subcontractor had not effectively per-
formed certain quality assurance procedurss.
In other cases. anomalies disclosed by tests
called for by these procedures were not given
appropriate attention. As a result the receipt
and use of the nonspecification weld wire
remained undetected until after the accident.
Tllu deficiencies noted by us related to a
breakdown in the subcontractor’s inspection
of matenals reccived, an apparent inattention
tg the adverse results of certain weld tests,
arnd an apparent luck of adequate inspection
by MDC at the subcontractor’s facility.

NASA relies on its own quality assurance
organization and those of othur Government
agencies and contractors to ensure the receipt

. » of an acceptable product. and each organiza-
tion has certain responsibilities and functions
which must be carried oui. We expressed the
b¥lief that each of the organizations did not
cifectively carry out its quality assurance

#functions in this situation and that each must
be held accourtable in varying degrees when a
defective product gets through the system.

¥ . We suggested that {a) provision be made

in NASA procedures for grealer dissemination
by NASA of information on significant qual-
ity assurance deficiencies (procedural or
otherwise) noted at subcontractors’ facilities
to NASA quality assurance organizations and
its prime contractors, (b) NASA balance its
surveillar.ce efforts by providing more empha-
sis on comprehensive surveys of subcon-
tractor’s compliance with quality assurance
provisions, and (c) recommendations by the
NASA accident investigation board to improve
quality assurance procedures with respect to
the manufacture of titanium pressure vessels
be adopi-d and applied to other contractors.
NASA indicated substantial compliance with
each of our suggestions. (B-156556, April 15,
19€9)
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MANPCWER UTILIZATION

COORDINATION

188. CIVILIAN PERSONNEL AT
MILITARY INSTALLATIONS-Our findings
in an investigation. made at the request of a
Congressinan. of the practices at an Air Force
base in detailing (assigning) civilian employees
to work on other than their regular jobs led us
to an expanded rview of the prictices fol-
iowed at 10 industrial-type mulitary installa-
tions in the Department of Defense. Our
report on the review was issued to the Con-
gress in November 1968,

The head of an executive department or
3 rulitary department is permutied by law to
d=tail employees among the bureaus and
offices of his department excpt those em-
ployees required by law 1o be exclusively
engaged on some specific work. Details in
excess of 30 days are required to be recorded
s personnel actions and the records main
tained permanentis i the agency’s official
personnel folders.

We found many instances where large
numbers of emplovees were being “loaned™
or “borrowed™ between shops for extended
penods in excess of 30 days without approgrn-
ate personnel action to credit the individuals
for the time involved. and we found instances
where details either had not been recorded or
had been improperiy recorded.

Details in excess of 6 months (now 120
davs). because thev contlict with the prin-
aiples ¢f proper job evaluation. are required
to be approved by the local office of the Civil
Service Commission. We tound many in-
stances whire the required approvals had not
been obtained. We also found instances of
employees’ being detailed to higher and lower
grade positions and employees’ being given
temporary promohons o fill vacancies.

Little evidence was found that internal
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audit and revic * staffs of the military d=part-
ments or the Civil Service Commission inspec-
tion teams had found these types of defici-
encies or. if they had. tha: they had identified

the causes and made appropriate reccmmen-
dations.

The Secretary of Defunse and the Chair-
man, Civil Service Commission, agreed. in
general, with our suggestions for cor _ctive
measures. The Department outlined 1o us the
acticns that had been taken in each of the
military departmernts and in the Defense
Supply Agency. These actions should protect
the interests of both the employee and the
Government. The Civil Service Commission
advised us that it would issue further guide-
lines to its inspectors to ensure more specific
coverage of detailing in their inspections.
(B-160879. November 15, 1968)

189. SHORTAGE CATEGORIES OF
CiVILIAN MANPOUWER SKILLS-We found
a lack of consistency. precision. and depth of
coverage in the definition and identification
of crtical shortages of civilian manpower
skills and in the procedures for dealing with
them. Management of shortage categories of
skills was largely decentralized even at the
instailation level. As a resuit. problems of
civilian staff imbalances wen considered over
too narrow a range of circumstances and
prioritics.

We expressed the belief that better cni-
teria are needed for identifying and reporting
shortages in skills to ensure that the best
direction is given to curmrent recruitment and
placement efforts and to long-range personnel
programs. such as traiming and career develop-
ment.

In our report issued to the Secretary of
Defense in June 1969, we recommended that
uniform Defense-wide criteria and guidelines
for the identification of shortage-category




skills be established on the basis of therr
impact upon assigned missions. We recom-
mended further that the military departments
establish reporting procedures to ensure that
periodic centralized attention is given o
shortage-category skilis. (B-146824, June 25,
1969)

190. MILITARY PERSONNEL AT
AIR BASES IN THAILAND-In a report
issued to the Congress in May 1969, we pre-
sented our hindings that Air Force units par-
ticipating in Southeast Asia operations and
stationed in Thailand had not reccived on a
timely basis the personnel needed for support
of their programs. s he principal cause of the
shortage of personnel was the limitation on
the number of U.S. military personnel per-
mitted in Thailand under existing country-to-
country agreements.

Had there been no such himitation, how-
ever. there stiil would have been a shortage of
personnel because there were not adequate
data and cnteria to develop base level man-
power requirements and management engi-
neering teams were not being use effectively
to determine and review manpower needs at
base level. The situation could have been
alleviated somewhat if properly trained and
experienced personnel had been assigned to
these bases and if local nationals had been
utilized to a greater extent.

We suggested that the Air Force could
improve its management of ranpower re-
sources by:

~Reporting all known manpower require-
ments.

~Studying the advisibility of mproving
managemer.t engineering leams.

—Increasing the use &* local natonals

~Studyirg the means by whach the man-
power authorization system could be
improved to provide the capability 10
adjust manpower authorizations m sup-

port activities concurre.a"ly with (rajor
changes in work load

The Air Force -~oncurred. in gener.l in
our findings and outlinzd the actions taken as
a result of our review. Th¢ Air Force did not
believe, however, that there was a need for
the suggested study of the manpower authori-
ration system..

We suggested also that ile Cong:ess may
wish 1o consider the level of 2xistng country
ceilings on U.S. personnel. ihe process by
which such ceilings are adjusted. and their ef-
fect on the conduct of opecrations ia South-
sast Asia. (B-165863, May 23, 1969,
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191. TEMPORARY DUTY ASSIGN-
MENTS-We exarained about 1.000 travel
vouchers showing payments of per dier: 1)
military personnel of the Air Force assigns |
to temporary duty (TDY) to attend course;
of instruction. We found that. of 190 of the
personnel who had reported to their assigned
TDY locations earlier than necessary, 148 had
reported | day early and 42 had reported
from 2 to 10 days early. Payments o per
diem were made to 146 of these individua 5 at
rates ranging from $1 to $16 a day, depending
on the availability of Government quarters
and messing facilities.

Of grea*. sigr.iticemee than the unn;.-ccs»
sary per diem pa_ ments by reason of carly
reporting is the ineffective utilization of the
personnel involved. We were informed that
those individuals who arrive 1 or 2 days early
are not normally assigned duties for such
days. Those who arrive more than 2 days
carly cither are encouraged to take leave until
processing time or are assigned to general or
squadron duties.

In a repost issued to the Secretary of the
Air Force in April 1969, we expressed our
opinion that the major cause of the early re-
porting was the failure to omply with the
prescribed requirement of Uie Air Force that
the travel orders include the statement “indi-




vidual will report to TDY station no earier

e . thana(hour and date).” We found that the
hour and date had been omitted .rom 422 of
thgolders included”in our test. the clags start-
ing date had been omitted from J©7 orders.
and the starting hour and date of the class had
bee® omitted from 131 osders.

In response to our report. the Air Foree
oytlinedYcertain actions taken to ensure that
all trainees arrive at traini.g centurs on the
established reporting dates. (B-166508. April
v, 21969
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° “192. COMPUITATION OF REQUIRE-

MENTS FOR TRAINING OF ENLISTES
» PERSONNEL IN SPEC:AL‘-‘Y skhLs-Our -
examigation of 3,042 records of enlisted per-
sonnel at |9  #tary ingtallagogs showed
numerous errors. These errors indicaied ghat
» the training® requirements. computed on the
basis of the erroneous reco.ds. had bevaun-
P derstated 'y &bout 86.000 iz;d‘widuals for

-

- other skills.

v L

We prosented these findings 1 2 report
issued to the Secretary, of Defense in June
1969. Singe we had made .1 number of sug-
gestidns for in/provemerily in our prior reports
on military pesonnzl datx systems and rec-
ords of this tvpe, We made no new proposals
for cgmective action. (B-164471. June 4,
1969)

MANPOWER UTILIZATION-
GENERAL

193. USE OF CIVILIANS IN LIEU
OF MILITARY PERSOMNEL-In a report to
the Congress. dated Mav 1969, we concluded
that, aithough the Coast Guard had converted
many of the military billets cited in a previous
GAO report to .vilian positions, this action
was not a part of a continuing program di

136

rected toward making full use of civilian per-
sonnel. We therefore proposed that the Com-
mandant of the Coast Grard impiement a pro-
gram that would convert military billets essen-
tally cwvilian in character to positions that
would be fiiled by .ivilian personnel. We also
<iggested that formal guidelines. goals, re-
ports, and follow-up procecdures be estab-
lished so that :nanagement could maintain
vigilance over the program and measure its
achievements.

The Conimencant informed us that the
Coast Guard was in general azreement with:
the recommendation that “ful! responsibility
for the implementation of the (conversion)
program be centered in Hezdgquarters, and
that formal guidelines, goals, reports, and fol-
low-up procedures (should) be estab-
Iished... ™ The Commandant stated, how-
=ver, that Public Law 90-364, which limits the
number of cvilian employees in executive
agencies, would have an impact on the pro-
gram. He statéd that, as long as these restric-
tions on civilian employment remained in
effect. little or no progress on the conversion
program could be expected.

Because of the substantial savings attain-
able by civilianization—using civilian rather
than military personnel for civilian-type
duties—and because of the adverse effect of
Public Law 90-364 on civilizmzation pro-
grams of the Coast Guard and the Department
of Defense, this matter was brought to the
attention of the Congress. (B-114851, May 8.
1969)

194. CONSOLIDATION OF FLIGHT
INSPECTION ACTIVINIES AT FRANK-
FURT-In September 1968. we reported to
the Congress on our review of selected a-tiv-
ities of Federal Aviation Administration’s
({FAA's) European Region. Our review
showed that, by consolidating the activities of
the Beirut flight inspection group with the
flight inspection group at Frankfurt, oper-




a ing costs could be reduced w:thcut impair-
ing operational effectiveness.

In our examination into the feasibility of
consolidating the flight inspec~on activities of
the Beirut and Frankfurt groups. we evaluated
the fiscal year 1967 work load of the two
groups and considered the eif=ct that the
transfer of the Beirut functions to Frankfurt
would have on both the logistics and the costs
of flightchecking the navigational aids in
areas which were being served bv Beirut. On
the basis of our analysis of the work loads of
both groups. we concluded that consolidation
could result in savings of about 3715.000 a2~
nually. Such ccnsolidation could provide ad-
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ditional benefits by making feasible the per-
manent replacement of the four<engine DC4
aircraft used by the Beirut group with the
more economically operated two-enzine T-29
aircraft which was assigned, on a loan basis, to
the Frankfurt group. This would also eiimi-
nzie the need to incur costs for mairtaining
about $350.000 worth of aircraft <pare parts,
aviomce equipment and spares. and shop
eguipment used to service the DC4.

FAA agreed with our propesals and
stzted that action had been imtiated to con-
soadate the Beirut and Frankfurt flight in-
spection gioups. The coasolidation was
completed on June 30, 1968. (B-164497(1),
September 18, 1965)
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FEDERAL EMPLOYEES' HEA yTH
AND INSURANCE PROGRAMS
L .
195. MEDICA'. BENEFITS FUR-
NISHED TO EMPLOYEES OVERSEAS-Ina
portyto the Congress in May 1968 we
recommended that the Department af State
and the Civil Service Commission (CSC) coop-,
erativ@ly initiate act'on to minimize the costly
@ciTects of the Governmendt’s form of participa-
tion :n the two Federal healtr programs avail-
able to Foreign Service empleyecs.

- y

V ¢ were advised by letter Jated Novem-
ber 13. 1968, from the Deputy AsswtPnt”
Secretary for Budget. Départmeht of State.
that €he Amenican Foreigr. Senvice Protective

»

Associatiog (ARCPA} hgd appagyed changes :

in its Forewzn Service Benefit Plan, effgctive
January % 1970. whereby the plan would
provide benefits for cover.d senices uperseas
. on the sdme Bacis as for services in the United
StatX, which would eliminat® the difference
in deductible items. This would inciude ex-
tension to benefits and services now covered
by the Department’s Medical Program. AFPSA
agreed tg include this commitment in its 1969
cofitract with CSC. S
; L
CSC and the Burcau of the Budget con-
cuwred that this action by AFSPA achievs2
the obiective of our report. (B-162639, May
23, #968)

196. AMOUNTS CHARGED FOR
EXPENSES OF MAINTENANCE AND
OPERATION AND RISK CHARGE-The
Civil Service Commission’s group insurance
policy with the Shenandoah Life Insurance
Company provided that Shenandoah be reim-
bursed for all expenses of mamntenance and
operation under the group policy but not in
excess of 2 percen' of gross premiums. The
policy provided for an allowznce for indirect
costs equal to 66-2/3 percent of total direct
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costs. In addition, the insurer was to be
allowed a risk charge equal to 1.5 percent of
ETOSS premiums.

We found that Shenandoak's method of
allocating certain direct expenses to tie group
policy on the basis of the ratio of the number
of group insurance certificates under the
policy to the total number of all Shei-:andoah
group insurance certificates in force b 'd been
inequitable because less time had heen
expended on a per-certificate basis in the
maintenance and operation under the Com-
mission’s group insurance policy thau had
been expended under other group insurance
policies issued by Shcnandoah.

We found also that the riskcharge rate
had remained unchanged s.nce 1956, although
in 1961 the Commission had authorized
Shenandoah to retain a contingency reserve
fund—currently $6 million, or about l-year’s
premiums—to provide for possible adverse
fluctuations in future charges under the
policy.

In a February 1968 report to the Execu-
tive Director of the Commission. we recom-
mended that the Commission (a) request
Shenandozh to revise its method of distrib-
uting expenses under the group policy with
she view of providing a more equitable basis
for allocating direct expenses and eliminating
the method of reimbursing Shenandoah for
indirect expenses through a fixed percentage
of direct expenses »nd (b) look into the possi
bility of obtaining an approprate reduction in
the risk charge in view of the availability of
the contingency reserve, which was not in
existence at the time the nsk charge was
estabiiched.

The Exeartive Director advised us in
October 1268, that the Commission had
entered into an agreemert with Shenandoah,
ciTective January 1, 1968, to combine the risk

ez ""_':;jﬂ._. +




charge of 1.5 percent of gross premiums with
the provision for allocation of both direct and
indirect expenses, which amounted to about
1.7 percent of gross premiums for calendar
year 1967. into one retention rats of 2.25
percent of gross premiums. which would
reduce Shenandoah'’s retention for these items
by about 30 percent. We estimated that this
action would result in savings to the program
of about $57.000 annually. { Report to Execu-
tive Director, U. S. Civil Service Commission,
February 19, 1968)

197. METHOD OF COMPUTING
INTEREST EARNINGS ON C.'NTINGENCY
RESERVE FUND-In February 1968 we
reported to the Executive Director of the
Civil Service Commission that certain insur-
ance premium funds paid by the Commission
to the Shenandcah Life Insurance Company,
under a group insurance policy covering
former members of certain Federal
employees’ beneficial associations, had not
been considered for the appropriate period of
time in the computation of interest eamned on
contingency reserve funds. As a result, pre-
mium funds equivalent to one quarterly insur-
ance premium, which averaged about 51.5
million in 1967, did not eam interest for a
period of about 6 months during each policy
year.

We recommended that the Commission
request Shenandoah to revise its method of
computing interest earned on the contingency
reserve funds to give appropriate effect to the
full time during which insurance premiums
under the gruup policy were available to
Shenandoah. We recommerded also that
Shenandoah be requested to recompute the
interest earnings for applicable prior years in
accordance with such revissd method and
make appropriate refunds to the Commission.

The Commission’s Executive Director
advised us in October 1968 that Shenandoah
had agreed to make approonate revision in
the method used for computing interest on
the contingency reserve funds and that adjust-

ments would be made retroactively to 1961
when the contingency reserve fund was ini-
tially anthorized by the Commission.

Shenandoah subsequently paid $243,840
to the Commission representing additional
interest on contingency reserve funds for
policy years 1961 through 1967. We esti-
mated that the revised method for computing
interest would result in potential additional
interest earnings to the Commission of about
$39.000 annually. (Report to Executive
Director, U.S. Civil Service Commission,
February 19, 1968)

198. INVESTMENT OF FUNDS IN
EXCESS OF CURRENT NEEDS-Under the
Government-wide Service Beaefit Plan of the
Federal Employees’ Health Benefits Program
(FEP), the Civil Service Commission remits
subscription charges twice a month to the
contractor who uses the fiinds primarily for
retmbursing local Blue Cross and Blue Shield
plans for benefits paid, muaking advances to
local plans., and paying other allowable
charges. The conrractor is required to invest
all funds on ha..d that are in excess of those
needed to discharge promptly the obligations
incurred.

#e found that funds in excess of the
amounts nceded to meet current obligations
had not been invested by the contractor. OQur
analysis of the contractor’s four non-interest-
bearing checking accounts maintained for
FEP activities showed that the combined cash
balances averaged S$S10 million a day dv ag
the period covered by our review. Because of
the substantial balances maintained in these
non-interest-bearing checking accounts, we
suggested that the contractor adopt a policy
that funds in excess of those needed to meet
current obligations be invested either vith
local banks or in short-term securities.

The contractor subsequently took action
whereby the balances in the four checking
accounts were reduced so as not to exceed a
combined total of $280,000 and the excess




funds were invected. We estimated that the
change in policy should produce additional
interest income for FEP of about $400,000
annually.

199. APPROVAL OF PHYSICIANS'
FEES-Our review showed that the Bureau of
Employees’ Compensation. Department of
Labor, had not adopted an official medical
fee schedule for use by its district offices’
voucher examiners in evaluating the reasonable-
ness of bills submitted by private physicians
for their services performed for Federal em-
ployees. In certain States, where State indus-
trial commission fee schedules were raquired
to be considered by the Bureau voucher ex-
aminers, we found that, in many instances,
fees ranging up to $375 more than the maxi-
mum amounts shown in the schedules had
been paid without written justifications or ex-
planations to support such paynients. In May
1969 we reported to the Congress that, on the
basis of our review, it appeared that the
Bureau routineiy had paid all bills submitted
and that each voucher examiner had relied on
his own personal judgment and past experi-
ence in approving such bills and did not have
an official standard for guidance.

We proposed to the Secretary of Labor
that the Bureau develop appropriate geo-
graphical area fee schedules for use by Bureau
voucher examiners in determining the reason-
ableness of the fees claimed for medical serv-
ices and insert in each case file an adequate
justification for the payment of a physician’s
fee that is higher than the fee prescribed in
the fee schedule.

In January 1969, the Burezu issued in-
structions reminding personnel of their re-
sponsibilitics to determine whether medical
fees are reasonable and o enter written justi-
fications in the case records when signifi-
cantly higher fees are approved. We were ad-
vised by the Acting Assistant Secretary of
Labor for Administration that local fee
schedules. generally based on Blue Cross and
Blue Shield rates. would be used by the Bu-
reau for dstermining the reasonableness of
medical fecs. (B-157593, May 29, 1969)
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200. INCREASED USE OF FED-
ERAL MEDICAL FACILITIES—=In a mpont
submitted to the Congress in May 1969, we
point out that the Bureau of Emplovees’

Compensation, Department cof Labor, was

making no substantial effort to use less costly
available Federal medical facilities for the
treatment of disabled Federal employocs. We
found that the Bureau routinely referrod dis
abled Federal empioyees to more expensive
private physicians and hospitals withoal gv-
ing consideration to using Federal hosgutals
and medical facilities operated by the Vgter
ans Administration (VA) and the Department
of Defense that were located in the sume area.

We estimated that the Bureau coulke have
achieved annual savings of abbut $120.000 at
just one of its 10 district offices. if one com-
mon type of disablement requining hospatal-
ization had been treated in Federal irstead of
private hospitals. We concluded that. nation-
wide, substantial savings were attamai™Ne by
the Bureau through increased utilizatron of
less costly, available Federal medicul taciities.

We recommended that the Department
revise its procedures to require, where
practicable. the maximum utilization of avail-
able Federal medical facilities for treatment
of disabled Federal employees. In Jamuary
1969, the Bureau issued instructions o re-
mind its personnel to make every effort o use
VA and military medical facilities in sappropn-
ate cases. We recommended futther that the
Secretary direct the Bureau to make sclective
reviews of its field activities, on a penodic
basis, to determine whether the January 1969
instructions are being properly impkmented.
(B-157593, May 29, 1969)

201. REIMBURSEMENT OF DRUG
COSTS—Our review showed that Department
of Labor voucher examiners were apporoving
disabled Federal employees’ claims for reim-
bursement of drug costs without reguinng
sufficient¢ information for properly evataating
the reasonableness of the claims. Regulations
by the Bureau of Employees’ Compensation,
Department of Labor, state that wvoachers
must contain sufficient itemizatioa s> that
the charges may be properly evaluated by the
medical voucher examiners to determane, with
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reasonable certainty. whether the charges are
apprdpriate. The regulations state also that
bills should be itemized to clearly show dates
of gre.tment, chara®ter of services or supplies,
and the amount charged for each. a

. In a May 1969 report to the Congress,
we Pointed out that, at dour Bureau district
offices, we reviewed 142 payments tor drugs
+otaling about $13.255. For 49 of the pay-

nts. the vouchers contained the necessary
ﬁomﬁon. but, for the remaining 92 pay-
ments totaling $6,915. the vouchers did not
show eigher the descriptions or the quantities
of the drugs, thus the vosicher provided no

is for .dctcrrnining the propnety of the
claims. ; =

We recommended that the Secpetary of

Labor Uirect the Bureau to require that claims
submitted by disabled Federal emnlovees [op
reimbuisement «¢ drug cost# be supported by
descriptions and quantities of the drues pur-
chased %o as to prg'idc the necegary data for
determining €he propriety i the 4.ms and
the reasonabjeness of the drug prices. We R
ommended further that the Secret.ry explore
with the Veterans Adminisirution (\ \ ®ghe
{rasibility 8fhdving the Bureau guihenze dis-
abled Pederal employees to purchi-c rrosen
tion drugs at contract prices i :1-.._.-:'.14c£;
which have pricing agreements witl:s VAL

The Departthent of Labor dio areed with

our gropooal regarding the oo 0 obtan in-
formatioa necessary to c?lcr:-n-' Qe reuson-
ableness of prescription druy © '~ ihe cost.
such as salaries df Bureaw woron-ol. of
obtaining such information w.. oo ored by
the Bureau to far outweigh the .. aees of
the pro . We recommendc. 4t the
Bureau, Within its present statlie e hilities,
consider the use of statisticil-~. 1. 2 tech-
niques to strengthen controd nounts
paid tor prescription drugs. > hing, in
our opinion, would not ruu acditional

staff. (B-157593. May 29, 1%

GOVERNMENT-FURNISHEL [HOUNING,
LODGING. AND MEALS

202. PHASEOUT OF EWF_.OYEE
HOUSING UNITS-In a report to the \dmin-
istrator of Veterans Affairs in Julv | 8. we
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concluded that it was not economically feasi-
ble to continue the operation of housing
quarters for nonkey personnel at the Perry
Point, Marvland. hospital. We estimated that.
on the basis of the hospital's forecast of oper-
ations for the 10-vear penod ending June 30,
1975, operating. maintenance. and renovation
costs for these units would exceed rzntal reve-
nues by about $863.000. Our review ilso
showed that suilicient private housing was
available in the arez of the hospital to accom-
modate the nonkev employees who are rot
required by Veterans Administration (VA)
policy to reside on the hospital grounds.

We recommended that the Administrator
of Veterans AlTars ta) determine and justify.
on an individual basis. the number of houses
needed at the Perry Point hospital for em-
ployees who. under current agency policy and
regulations, are not designated key personnel
but whose residence on the station is essential
for effective operation of the hospital and (b)
plan for the cloung of unnseded houses with-
in a specitfied nme penod. We recommended
further that simular action be taken-for other
VA hospitals eperating housing in excess of
that required under VA policy.

In response to our report. the Adminis-
trator stated that, although VA would not
close the housing umits at the Perry Point
hospital immediately, and force the employ-
ees to leave, VA mtended to phase out the
housing units as it becomes uneconomical to
continue operating them in the future. He
stated also that VA would continue to review
its requirements for operating quarters at
other VA stations and would phase out such
quarters when they are not required or cannot
be maintained on an economical basis.

In June 1969, VA advised us that certain
vacant quarters at Perry Point had been closed
and earmarked for demolition and that it was
developing a revised policy on retention of
housing quarters encompassing the entire VA
svstem and including such factors as justifica-
tion for continued maintenance expenditures




and the dectermination of rental
(B-133044, July 3. 1968)

rates.

TRAVEL ADVANCES AND
ALLOWANCES

203. JUSTIFICATION OF EXPEN-
DITURES ON TRAVEL VOUCHERS-We re-
ported to the Chairman of the National Medi-
ation Board (NMB) in January 1969 that
travelers had not furnished adequate justifica-
tion for certain tvpes of expenditures, which
precluded agency officials and the certifying
officers from making an effective review of
the travel vouchers On a number of vouchers
that we examined. we noted the following ex-
penditures which did not contain the required
justification or explanation: (a) use of first-
class air cnd raml transportation instead of
coach, (b) use of taxicabs without showing
that such usc was advantageous to the Gov-
emment. (¢) renting of hotel rooms for con-
ferences instead of utilizing Government facil-
ities. (d) tips tor baggage handling with no
indication that the bzggage contained Govern-
ment matenal. and (e) use of commercially
rented automohiles instead of utilizing Gen-
eral Services Admimistration vehicles.

In the examples noted duning our review,
the certifving cfficers had approved the
vouchers even though they did not contain
adequate justification for the expenditures
claimed. Officials of NMB informed us that
they agreed that additional justification for
questionable expenditures should be required
on the travel orders and that a general travel
directive would be 1ssued to correct existing
weaknesses. Thev stated also that NMB had
taken action to obtain Government drivers’
licenses for its employees to reduce the need
for car rentals. (Report to Chairman. National
Mediation Board. January 29, 1969)

204. MOVING EXPENSES-In a re-
port to the Assistant Secretary for Adminis-
tration in June 1969, we concluded that more
effective action was required by the Depart-
ment of Labor to correct its administrative
control over reimbursements for moving ex-
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penses incurred by employees in connection
with permanent changes of official station.

During our review, we examined into
351 items involving $187.304 paid for moving
expenses during fiscal year 1968 and we ques-
tioned 48 items totaling $14,105. The Depart-
ment advised us that a number of recoveries
were being effected as a result of our ques-
ticning the items.

On the basis of our review, we believed
there was a need for more adequate under-
standing of the law and regulations by re-
sponsible administrative, supervisory, and
voucher audit personnel. We recommended
that claims for reimbursement for moving ex-
penses be thoroughly scrutinized for com-
pliance with appropriate regulations of the
Bureau of the Budget prior to submission for
payment and that more emphasis be placed
on securing adequate documentation. ‘Report
to the Assistant Secretary for Admini tration,
Department of Labor, June 12, 1969)

205. DESIGNATION OF OFFICIAL
DUTY STATION-In our January 1969 re-
port to the Chairman of the National Media-
tion Board (NMB). we stated that NMB had
incurred $21,317 in additional costs for travel
and per diem in licu of subsistence because
the cfficial duty stations of six mediators of
NMB had been designated as their places of
residence rather than as the places where they
performed the greater part of their duties.

NMB officials informed us that the medi-
ators’ residences were considered to be their
official duty stations because NMB had no
regional offices to which these mediators
could be assipned. We recognized that it
would not be economical to establish regional
offices. In accordance with related Comptrol-
ler General decisions, however, we concluded
that NMB should have redesignated the offi-
cial duty stations of these employees to duty
stations where the meaiators performed the
greater part of their duties. The mediators
would then have the choice of relocating their
places of residence or commuting to their
places of employment at their own expense.

We recommended that the official duty




stations for the six mediators be the principsi
cities where the mediators performed the
greater part of their duties.

In April 1969, the Executive Secretary,
NMB, advised us that the present system of
establishing the home of the mediator as his
duty station had proven the most satisfactory
method and that he did not believe that the
changes we suggested would be in the best
interests uf NMB. He cited the dependency of
the case load upon actions of others and the
irregular work hours of the mediators as
factors supporting the present procedure.

In July 1969, we advised the Chairman,
NMB, that we could not perceive how the
dependency of NMB's case load upon the
actions of others and the irregularity of the
mediators’ work hours could have any signifi-
cant bearing on where official duty stations
should be designated. We stated that we could
find no legal hasis which would permit the
designation of a mediator’s home as his offi-
cial duty station where the predominant
amount of his official business is performed at
a different location. Accordingly, we sug-
gested that as long as the six mediators con-
tinue to perform the predominant portion of
their work at certain locations, their official
duty stations be redesignated to those loca-
tions. We stated that such redesignations
should be made within a reascnable period of
time or we would have to take exception to
future payments for the mediators’ transpor-
tation between their homes and their princi-
pal places of duty and for per diem while at
their principal places of duty. (Report to
Chairman, National Mediation Board, January
29, 1969)

206. USE OF PERSONALLY
OWNED AUTOMOBILES-In our January
1969 report to the Chairman of the National
Mediation Board (NMB), we notd that over-
payments of $1,44] had resulted primanily
from allowing reimbursement for the use of
personally owned automobiles on official
business as opposed to common carriers and
from reimbursements for travel expenses in-
curred for personal reasons. We also noted
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man-hours valued at $1.795 that should prop-
erly have been charged to employees’ leave
because the hours represented excess travel
time incurred in travel status for personal
reasons. We discussed the deficiencies with
officials of the NMB who issued appropriate
instructions to correct the deficiencies noted.
(Report to Chairman, Natronal Mediation
Board, January 29, 1969)

PAY, ALLOWANCES, AND
BENEFITS-GENERAL

207. PER DIEM PAYMENTS TO
MILITARY PENSONNEL ON EXTENDED
TEMPORARY DUTY ASSIGNMENTS-We
previously reported to the Congress
(B-153839, October 16, 1964) that the Navy
was incurring substantial unnecessary costs
because prospective crew members assigned to
ships under construction at commercial ship-
yards were not being required to use available
Government quarters and messing facilities
and were bring paid per diem allowances
instead.

As a result of that report. the Navy dis-
continued the practice in the New Orleans.
Louisiana, area and required the prospective
crew members to use the facilities at a nearby
naval installation. During a recent survey we
noted that these facilitics had been closed and
that the practice of paying per diem had been
reinstated in September 1965. We undertook
a review to determine whether consideration
had been given to the altemative of providing
Government quarters and messing facilities.
Our report on the review was issued to the
Congress in March 1969.

We found that, although local officials
were aware that the 1964 decision to close
the facilities would result in the payment of a
substantial amount in per diem. no studics
had been made to determine the cost effect
of retuining a small portion of the existing
facilities for use by the prospective crew
members. On the basis of studies initiated




during the course of our roview, the Navy
,. cgncluded that savings of about $2.7 million
could be realized over a 46-month period by
(cl' abilitating th® jJuarters and mesging facili-

ics” previously closed at lhe.ncarby naval
installaton. A contract was awarded in
'Sbumbcr 1968 for,the renovation of the
facilities needed to support prospective crew
members.

)

The actions that the Navy had zken fol-
lowing our 1964 report did not include estabs
lishéent of effective controls. including
appropriate internal re®iews. for maintaining
continped surveiliance over payments of per
dicm to prospective crew members assigned in
the New Oricans area. It war not, until Apnl
1967 that the Navy issued instructions which
provided. in part. for increased control ¥na
surveillance over pay ments of per diem to
Nuvyg personnel on temporary duty assign-
ments. (Bl 53889, March 24, #399)

]

2b8. CIVILIAN EMPLOYEES

LEAVES OF ABSENCE -We n:viewgg the

_maintznenpesof leave of absence recofls for

civillen employees at 28 mflitary organiza-

tions of the Department of Defense. Ok re-

port on the review was issued to the Congress
in February 1969,

L4 .-\'l.moﬂ of the nizations included in
our review. ye found That the administrative
controis over ther records were not adequate
for ensunng clerical accuracy or compliance
with’ applicable laws. On the hasis of our tests.
we csgmated that these orzanizations averaged
about 14.500 errors annually with a monetary
value of about $493.000. These errors included
instances in which the civilian employees had
been mven more leave than they were entitled
to and instances in which the errors had de-
prived the employeces of leave that they had
eamed.

The 28 organizations included in our
review constituted a small but representative
part of the more than 400 Department of
Defense organizations in the United States

v
L]

L]
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that maintain such reconds. Thus it seems
probable that the total errors on a Depart-
ment-wide basis would be many times that
disclosed by our review.

The errors could be attributed primarily
to failure of management o establish and
operate an effective svstem for identifving
and correcting clerical inaccuracies. A contrib-
utorv cause in some instances was the failure
to maintain a complete file of the applicable
administrative regulations and instructions.
We found also a need for more emphasis on
reviews of leave administration by the Army
Audit Agency and the Navy Area Audit Serv-
ice. as well as by the local administrative
review groups in the Army and Navy.

We proposed to the Secretary of Defense
that:

—A method be established for dentifica-

tion o. clerical errors.
L]

~Payroll offices be provised with the
instruct:ons needed 1o property admin-
ister laws and regulations appiicable to
employ=es’ leave

—Internal audit of leave be ntensified,

The Assistant Secretary of Defense
(Comptroller) stated that each military de-
partment would ensure establishment and
maintenance of adequate controls to identify
clerical errors and would ensure also the avail-
ability of administrative regulations and
instructions. He stated further that his office
would maintain close surveillance over the
progress attainad by the muilitary departments
in improving clerical accuracy in ieave ac-
counting. (B-152073. February 7. 1969)

209. NIGHT DIFFERENTIAL PREM-
IUM PAY-Subsequent to our mssuance of a
report to the Congress in February 1964, the
Post Office Department amended its regula-
tons to provide that city delivery carriers be
scheduled to repor® for duty pricr to 6 am.




only when absolutely necessary and achieved
annual savings of about $108.000 in night dif-
ferential costs by adjusting the starting times
for many such carriers.

We reported to the Postmaster General
in May 1968 that, on the basis of our follow-
up review at nine post offices in the Chicago
Postal Region and our limited work at 14
large post offices in other postal regions, it
appeared to us that the actions takcn by the
Department subsequent to the issuance of our
prior report had not been fully effective. We
pointed out that, at the nine post offices in
the Chicago Postal Region covered by our re-
view, 1,162 (about 26 percent) of the 4,436
city delivery carmiers serving residential routes
had been scheduled to commence work prior
to 6 a.m. We estimated that potential savings
in night differential costs of about $39,000
annually could be achieved if these carriers
started their workday at 6 a.m. or later.

After we brought this matter to their at-
tention, officials of the Chicago Postal Region
took action to reduce the night differential
costs being incurred in that region. At five of
the 14 post offices where we had performed
only limited work, however, some city de-
livery carriers still were scheduled to report
for duty prior to 6 a.m.

We recommended that the Postmaster
General amend existing regulations to provide
more specific criteria for determining under
what circumstances it is absolutely essential
for city delivery carriers serving residential
routes to report for duty prior to 6 a.m. We
recommended also that postmasters be re-
quired to justify, in writing, to the regional
offices the instances in which they determine
that it is absolutely necessary for such carriers
to report for duty prior to 6 a.m.

The responsible Deputy Assistant Post-
master Geaeral informed us that, in most in-
stances, it was unnecessary for city delivery
carriers serving residential areas to report for
duty prior to 6 a.m. He stated that his staff
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would look into the apparent need for im-
proved management controls and that our rec-
ommendations would be considered.

In July 1968 the Deputy Postmaster
General advised us that action had been taken
to reduce the cost of night differential pay for
city delivery carriers serving residential routes.
On the basis of information furnished by De-
partment officials, we estimate that the action
taken will result i annual savings of about
$128.000 in night differential costs. We were
advised also that action had been taken to
improve the controls over the use of night
differential pay on residential routes.
(B-114874, May 2, 1968)

210. PAYMENT OF PER DIEM~In a
letter report to the Commandant on our re-
view of the per diem payments made by the
Coust Guard to advance crew members of
high-endurance vessels constructed or under
construction at Avondale Shipyards, Inc.,
New Orieans, Louisiana, we pointed out the
need to establish procedures requiring respon-
sible officials to consider alternative methods
of providing quarters and messing facilities for
personnel on extended temporary duty prior
to authonzing the payvment of per diem.

We noted that the advance crew mem-
bers for six vessels, while assigned to Avon-
dale., were authonzed the payment of per
diem in accordance with the provisions of the
Joint Trevel Regulations. We found that, prior
to authorizing these payments, the responsi-
ble Coast Guard officials had not adequately
considered, nor were they required to con-
sider, alternative and less costly means of pro-
viding quarters and messing services. We
noted, however, that the Department of the
Navy required that consideration be given to
alternative means of providing quarters and
messing services for its advance crews on
temporary duty prior to authorizing the pay-
ment of per diem. We noted also that a Navy
crew assigned to a ship under repair at Avon-
dale had recently used available commercial
quarters and messing facilities in relatively
close proximity to the contractor’s yar 4.

.

\

\




We believed that. if the responsible Coast
Guard officials had been required to use alter-
native means of providing quarters and mes-
sing services to these crews. such as available
commercial facilities, substantiai savings could
have been realized. For example, on the basis
of costs recently experienced by the Navy, we
estimated that, if the Coast Guuard had used
available commercial facilities in relatively
close proximity to Avondale for housing and
messing the advance crews. the costs would
have been reduced by about 58 percent. or
about $152.000. Moreover. with respect to
the assignment of the advance crcws for the
remaining three vessels. we estimateu that sav-
ings of about 552,000 could be -eatized if
available commercial facilities were used in
lieu of the payment of per diem.

We recommended to the Commandant
that appropriate instructions be issued to re-
quire responsible officials to consider alterna-
tive methods of providing quarters and mes-
sing facilities for personnel assigned to tempo-
rary duty at stations for extended periods of
time and that justifications be submitted to
Headquarters in all instances where per diem
is authorized to be paid to such personnel.
The Acting Commandant agreed that savings
were possible and stated that definitive in-
stru..ons were being developed to provide
that responsible Coast Guard officials give full
consideration to altermative methods of pro-
viding quarters and subsistence for personnel
assigned to extended periods of temporary
duty. (B-146898, November 6, 1968)
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211. MAINTENANCE OF ATTEN-
DANCE AND LEAVE RECGRDS-Our re-
port to the Commissioner of the District of
Columbia in January 1969 on pay. time, and
leave operations in the District showed that
there was a continuation of previously
reported weaknesses.

In the Recreation Department, errors
were found in 75 percent of the time-and-
attendance records for 92 employees. There
were also numerous discrepancies in the
annual and sick leave balances in the timer
-and-attendance records of the Department of
Buildings and Grounds. The time-and-attend-
ance records of certain employees in the
Recreation Department and the Board of .
Education showed that, at various times, the
employees were on duty at two difierent loca-
tions for the same period of time. Since fiscal
year 1965, District internal auditors have
reported similar discrepancies and have con-
cluded that no significant improvements in
the accuracy of time. pay, and leave records
have been accomplished.

We suggested that the District of Colum-
bia Government intensify its efforts to
improve the administration and supervision of
employee time, pay. and leave operations.
Our suggestion was concurred in. and on May
23, 1968, a memorandum was issued to the
heads of departments and agencies empha-
sizing the need to strengthen timey pay, and
leave administration by increased supervision
and training where needed and by improved
internal controls to ensure more accurate
records. (B-118638, January 3, 1969)
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%12. INTERCHANGEABILITY OF
COMPUTER COMPONENTS—In June 1969
we reported to the Congress on the results of
our sgdy of the acquisition by Federal agen-
cies of peripheral equipment for use with
Automatic JData Processing (ADP) systems.
The rrpfm pointed out that jt was common
oradce for Government ADP managers to
obtain all n‘q?u'n:d ADP equipment from som-
puter systems manufacturers even the 'gh
certain items of equipment could be produred
more economically from the original manu-

facturers or from alternate soumces of supply. .

L d

We id.mtiﬁed selected computer compo-
wrectly  Phterchamgeable
(plug-to-plug campatible) with certain other?
svstems manufacturer;’ components and were
available at substagtial savings. We found tha)
a numbery of pHivate organizationg had in-
stalled available equipment of this ty
had achieved substantial savings. Yet we
found only a few instances where Federal
agencies had availed themselves of this eco-
nomicalemearf$ of acquinng corputer compo-
nents. We expressed the t¥ief that central
agency lcadcrship' cquld provide impetus
which would achieve similar savings in the
Federal Government.

We effimated that. if plug-to-plug com-
patible components were used to rcplace
similar components rented Ly the Govern-
ment. annual savings would be at least $5
million. If such components were to be pur-
chased, savings would exceed $23 million.

We expressed the belief also that. in ad-
dition to the estimated savings in acquiring
plug-to-nlug compatible components. savings
are also available in the acquisition of
non-plug-to-plug components from sources
other than the systems manufacturers. We es-

and b
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timated that the purchase cost of such com-
ponents. then being ‘sased for about S50
million. from the system: manufacturers
would be about $250 million; whereas the
acquisition price for similar componcents from
an alternative source of supply provably
would be about $150 million. a difference of
about $100 million. However. the potential

» savings must be evaluated in hght of costs as-
sociated with combining thc components into
a total computer system.

The report contained the recommen-
dations that:

~The head of each Federal agency take

e action to implement steps requiring re-

. placement of leased components that

» can be replaced with more economical
plug-to-plug comoatible units

~The Bureau of the Budaget, and the Gen

eral Services Administrabon provide
more specific @ .delines for the evalua-
tion and seiection of plug-to-plug com.
watible equipment and for other compo-
nents,

Pending the issuance of specific policies,
the factors described in the report be
used by Federal agencies to evaluare
alternate soutces of ACP equipment,
and

—.nacnuch as therd party leasing arrange-
ments generally resull in sayings o com-
parison with rental arrangements avarl
able from equipment r.arotacturers
the head of exh Federal agency con
sider this method of procurement when
purchase of the equipment s deter
mined not 10 be advantageous

The use of plug-to-plug compatibie com-
ponents for Federal ADP equipment is cur-
rently being studied by the General Services
Administration. Present plans call for GSA to
study also the acquisition of other compo-
nents and penpheral equipment from alter-




nate sources at a later date. We expressed the
belivf that the GSA study is important and
that it should be accelerated to provide a basis
for promulgating more specific policies for
the guidance of Federal agencies in obtaining
ADP compunents from the most economical
source of supply.

In September 1969 our report was given
specific consideration by top Federal ADP
managers at a conference on the sclection and
procurement of computer systems by the
Federal Government. The conference was
conducted at the Federal Executi = Institute
by the Burcau of Budget and was attended by
officials of agencies which were major users of
ADP systems in the Federal Government. The
report of the conference. which summarized
the consensus of the participants. contained
the following statement:

—Leased peripheral equipment compo-
nents n systems now installed shoula
be replaced by components avallable
from dependent peripheral manu
fa~turers or other sources if it s deter-
mined that such components are co™
parable compatible, reliable, Ivss ex-
pensive, and can be adequately main.
tained Simddar consideration should be
given when adding to or modifying
existing systems These determinations
should be made on a caseby-case basis
in consderation of the particular cir-
cumstances that exist.

{B-115369. June 24. 1969)

213. FEASIBILITY STI'DIES PRIOR
TO EXPANSION OF AUTOMATIC DATA
PROCESSING OPERATIONS~In our report
to the Attomey General. Department of
Justice. in April 1969, we commented on (a)
the increased use and expansion of automatic
data processing (ADP) operations and facilv
ties within the Department without the bene-
fit of feasibility studies and (b) the possibleac-
quisition of scparate ADP facilities by two
constituent organizations.
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We recommended that the Department
establish a centrol ADP management group
responsible for directing and coordinating the
development and operation of ADP facilities
on a Department-wide basis. '

The Department informed us. in Apri
1969, that central ADP authority had been
assigned to its Office of Management Support
for the acquisition and operztion of ADP faci-
ities for the Department. excepting only tt
Federal Bureau of Investigation. (B-166544.
April 16. 1969)

UTILIZATION OF AUTOMATIC DATA
PROCESSING SYSTEMS

z14. SHARING OF AUTOMATIC
DATA PROCESSING EQUIPMENT-Ths
General Services Administration (GSA)
responsible for Government-wide administra-
tion of the computer-shanng program and has
established sharing exchanges to serve as clear-
inghouses for information on available com-
puter time and on needs for such time. As 2
part of this program. the Burcau of the
Budget i BOB) requires that utilization reports
be submitted to GSA of computers in the
hands of Government agencies and in the
hands of those contractors whose full com-
puter costs are bome directly by the Govern-
ment under cost-reimbursement-type con-
tracts.

The Department of Defense (DOD)
instructions for unlization repcriing are con-
sistent with the BOB requirement. Thus the
instructions exclude from the utiization re-
porting system those computer facilities of
contractors whose computer costs are charged
(a) indirectly to Government cost-type con-
tracts. (b) directly or indirectiv to Govern-
ment fined-price contracts, or (<) 1o commer-
cial sales.

We believe that the Government may be
able to obtain needed comnputer services from
those contructors who have cost-type con-
tracts but whose computers facihties are not




included in the computer utilization reporting
system and that such action would result in
savings to the Government. Accordingly, in a
report issued to the Secretary of Defense in
March 1969. we expressed the view that the
Government-wide sharing system now applica-

le to Government agencies and to con-
tractors who charge total computer operating
costs to Government cost-reimbursable-type
contracts could be extended to provide a
clearinghouse through which contractors hav-
ing computer facilities available could be con-
tacted by agencies needing such facilities. The
contractors. as well as the Govemment,
should gain by the increased utilization.
Copies cf the report were furnished to GSA
and BOB with a request for their views.

BOB agreed with the central thought
expressed in our report and stated that the
GSA was looking into the matter in its en-
tirety. DOD stated that it would cooperate
with GSA in its study. (B-115369. March 31,
1969)

215. CONTROLS OVER USE OF
CC:WPUTER AND ADP MATER!ALS-Dur-
ing our review of the State Department’s
automatic data processing (ADP) function in
the Regional Finance and Data Proc-ssing
Center (RFDPC) Pans, France. we round
internal management control system weak-
nesses which enhanced the nisk of unwar-
ranted or unauthorized use of ADP equipment
and endangered the security and integrity of
ADP prograins and related documentation.

We found that unsupervised console
operators had access to ADP cquipment and
all documentation and materials needed to
operate the computer for unauthorized pur-
poses; administrative reviews were not being
performed to ensure that employees were fol-
lowing prescribed procedures for modifying
programs and related documentation: and
essential documentation was in French and
therefore an impediment to eflective manage-
meut control and review efforts.
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The details of our findings and specific
recommendations for strengthening seneral
managemment control ard communication
processes were presented to the Deputy
Und'=; Secretary of State for Adminisiration
in a report issued in January 1968. In a letter
i1 October 1968 the Departme.-t informed us
that actions had been taken on s me of our
recommendations: namely (a) docume. tation
not essential for the operation of the equip-
ment had been removed from the console
aperators’ possession. (b) software tapes were
being stored in the tape iibrary, (c) pro-
cedures had been :instituted to prohibit unau-
thorized personnel access to the computer
room dunng nonworking hours. and (e) cssen-
ual documentation was being writtell in both
English and French.

In a letter in June 1969. the Department
iniormed us that, contrary to specific rccom-
mendations made in our report, it would not
insiitute. for all work shifts. a procedure
whereby procgrams. documentation. and tapes
would be available to authorized personnel
only for the period of time required for the
execution cf a computer routine and that
action to fireproof the tape library and the
computer room. as our report also recom-

mended. had been deferred. (B-146703,
January 31, 1968)
216. IMPROVEMENTS IN ‘CON-

TROLS OVER USE OF COMPUTER-In
March 1969, we reported to the Commis
sioner of Social Security, Department of
Health, Education. and Welfare (HEW) that.
during our review of the Travelers Insurance
Company's activities as a carrier under the
supplementary medical insurance portion of
the Medicare program, we had observed the
following weaknesses in internal controls over
the automatic data processing system for pro-
cessing supplementary medical insurance
claims that conceivably could result in
unauthorized use of the system for personal
fain.

—=Computer program changes were made




without written authorization or docu-
.mentaticn for the changes ano their
effect on the system.

@ —rrogram somc: decks, which are
punched cards contairi~r _urgputer
nStructions in computer .arquage, were

@ not secured but wereyeadily availaple
10 unauthorized personnel,

We discussed th=se matters with Travelers
oﬁcinls who advised us that instructions to
iniprove the internal controls in these two
, Wieayhall been issued in September 1968,

»

We racommended that the Social Security
Admunistrziion (SSA) request the HEW Audit
Agency or the SSA Contract Perfgrmance
Review Branch to include this area in their
next audit at Travelers and in their reguler®
reviews at other carriers. We recomimended
also that SSA cmphasizf: to all carriers the
importance Qf, and necessity for. adequate
controls ovcr'. fedicare payments. Y

SSA officials advised u. in June 1869
that implenfegtation of the instructions issied
by Travelers in connection witli our recom-
mendation for strengthening internal controls
over the autor .ac data processing system
would be verified by $SA regional office
representagves during the. next trip to
Travelers. headquarters. Wpe officials advised
us also that the edequacy and effectiveness of
fiscal interrediaries® internal controls over
Medicay= payments would continue to be
evaluated in the future by the HEW Audit
Agency gnd the SSA Contract Performance
Review Branch and that the SSA Bureau of
Health Ynsurance was prepanng an instruction
to all fiscal intermediaries emphasizing the
irnortance of proper controls over Medicare
payments. (Report to the Commissioner of
Socizl Security, March 12, 1969.)

217. ADMINISTRATION AND CON-
TROL OF AUTOMATIC DATA PRO-
CESSING ACTIVITIES=Ir June 1969 we

reported to the Maritime Administrator, De-

par ment of Commerce, that during our review,
we noted several areas needing improvement
in the administration and control of the Mari-
time Administration’s Automatic Data Pro-
cessing activities. These areas include (a} con-
trol and usc of magnetic tapes, (b) procedures
and controls over classified data, tapes, and
«wports, (c) reimbursements for other Govern-
ment agencies’ use of Maritime's computer
system, and (d) recording and reporting of
computer utilization.

During our observations of Maritime's
computer room operations, we noted that
adequate written procedures for the control
and use of magnetic tapes had not been devel-
oped and implemented. We recommended
that Maritime develop and implement written
procedures to (a) improve th: controls over
tape use and storage including the establish-
ment of retention dates tor all records which
are stored v.. miagnetic tapes. (b) limit access
to the tape iibrary, and (c) provide for
prompt return *of tapes to their storage loca-
tions after each use. In implementing this
recommendation. we suggested that consider-
ation be given to the feasibility of installing a
tape vault to improve physical control over
magnetic tapes.

We noted several weaknesses in the stor-
age of may, ...c tapes. punched cards, and
program documentation containing securnity
classified information. We also noted that one
of the computer operators, who operated the
computer during processing of the classified
data. did not have a security clearance.

We believed that Maritime had not re-
ceived full reimbursement from other Govern-
ment agencies for the use of its computer
system and that Maritime's computer costs
had been overstated and the using agencies’
appropnations augmented to the extent that
reimbursements had not been reccived. We
therefore recommended that the Office of
Data Systems strengthen i control over reim-
bursable use of its computer system.

We found that Maritime's utilization




rccords did not show all of the computer
room activities which should be reviewed by
management as cart of its evaliation of com-
puter operations. We therefore recommended
that Maritime. to improve the efficiency of its
computer room operations. (a) provids a de-
tailed schedule for the operators and tape
librarian sufficiently in advance of the sched-
uled starting times. (b) prepare dady sched-
ules and utilization runs on a compatible
basis, and (c) identify all delays, idiz pericds,
and reruns on the utilization run. ¥'2 recom-
mended also that the time clock be used to
record ali beginnng and ending wm-s for
computer jobs and that managem=nt review
the time cards occasionally for handwntten or
altered times and require an expiemauon for
such changes. (Report to Mantime Admims-
trator, Department of Commerce, June 24,
1969)

218. CENTRALIZATION AND
SHARING OF COMPUTER FACILITIES
—Certain departments and agencies of the
District of Columbia Government were
acq ring their own computers or wer: con-
tracting for data processing senaces rather
than using existing District computer faclities
to the extent that time was available on those
facilities. Additional unused time would have
been availab'e on the existing faailibes had
they been operated at higher rates of effi-
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ciency. Also there is a need for improvement
in certzn computer operations which have a
beaninz on the efficiency of operations and
which have resulted in some duplication of
data processing.

The Management Office of the Distiict
has responsibility for planning, Jeveloping.
dirzcung. and cocrdinating a program for the
effectne use of data processing systems and
equipment in the several agencies. Although
certan improvements in equipment shanng
have besn achieved. 1t has been difficult for
the Mamageme..t Office to fully discharge its
respons bilities for a cocrdinated data process-
ing program because iunds for the program
are lzrpely budgeled and approved for the use
of the individua’ agencies.

We suggested to Onstrict officials that
there was a r~:d for more participation and
shaning o1 compuics faalities among Distnct
agencizs and that the budgeting for the facili-
ties should be on a Disinct-wide basis rather
than a2n individual! agency basis. “We also
suggested a need to improve the efficiency of
certan computer systemms.

Dmsinct officials 2zreed in general with
our findings, and cosrective actiorns were
being tzken, or planned. for expanded coordr
nation of data processing and sharing of com-
puter systems. (166723, July 31, 1969)
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T Arderican Forces from France (Operation nev locations.

= FRELOC) in 196667 (B-161507. August 7. . )
F 1968). In that report we pointed out tht, In response :a these findings, the Depan-
L_ o, ? dtﬁ'ing the upcntioq coutiot hid Sien lost ment of Defeas. .a‘ormed us of the actions
i over large quantities of su h ad taken after the coar.aunwn of our ficldwork.
tﬁ * meh. b ppties. and. squip: The Department s.aic! that the Army had

« In a report issued to th® Congress in
June 1969, we presen: »d details of thegpr *b-
leins connected with cantrols ever inventories
in Eurcpe as summarized in the August l968
lt’oﬂ M @ > L . .

found that control over assc& moged
from France by the Army and the Air Force
had been msu'ﬁcn. nt to ensure that “Ppments
wert fegeived * the comyet destinations in
tht quantities 21d in the condjtion spegified.
The lcss of control was. in our opintn,
symptomatic of a long standing problem: tne
high incidente of esro in th. stock records.
'[hc need to move most ol the supplies and
equspment stored iMFrance on short notice

. -Im'hlzghttd‘he,mgn:tud of the stock-record

inaccuracies.
L

The problen: was further complicated by
the dack of advance information on shipments
at the new receiving stations. the loss of docu-
ments needed for inspection and azcounting
purposes. the late inspectior of receipts. the
delayed recording of receipts. and the short
period of time availside to physically move
the stocks.

At the conclusion of our examunction,
months after the move. it appeared that the
Army still did not know, with any degree of
certainty, the quantities. loations. or condi-
tions of its inventories in Europe. The Air
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taken steps to overce ¢ Its inventory control
probiems and that the . «'f Force, for the nost
part, had accoumc.i for its inventones.
(B-161507, June 30 .25%)

220. ARMY SUPPLIES IN KOREA-
Qur prior reviews of supply operations in the
Eighth U. S. Army in Korea had shown that
substantia management improvements wen
needed to ensure that using units timely ob-
tained necessary supplics. In June 1969 we
issued to the Congress our report on a follow-
up review.

Our follow-up review showed that
needed supplies were still not being obtained
..nd stocked in Korea in the proper quantities.
Lecause of inaccurate and incomplete finan-
vial and supply records. the Army found it
difficult to forecsst, with a reasonable degree
of accuracy. the smount of funds needed to
purchase proper quantitics and types of sup-
plies to support the military units in Korea.

Avaiiable funds were used, to a great ex-
tent, to obtain supplies in small quantities to
meet individual requests of Army units in
Korea instead of used to obtain larger quanti-
ties for depot stochs.

We made certain suggestions for im-
provement in the stock records and in the
budgceting and funding procedures concerning
the Army in Korea. We suggested that the
Army Audit Agency increase the scope of its

—3
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reviews in Korea, In replv the Army advised
us of actions taken or planned which. if etfec-
tively carmed out, will provide better control
over supply and financial management
matters. (B-166312. June 30. 1969)

221. CONTROLS OVER ECONOMI-
CALLY REPAIRABLE EQUIPMENT-Aur
Force regulations provided for the returmn of
certain unserviceable 1tems to designated
depots for repair if they could not be repaired
at the Air Force base level. The regulations
however, permitted the bases to condemn the
items as scrap if (2) they were bevond repair.
(b) renair costs exceeded 65 percent of re-
placement costs. or t¢) their condemnuation
was spedilicd by applicable technici! orders
Duning & months of 1967. Air Force bases
condemned about $6.7 million worth of the
typt o items despnated for repair at the
depots managed by the three Air Matenel
Areas included in our review. The condemna-
tion of a substantial portion of these iteras
was based on determuinations that repair costs
wene exvessive in relation to replacement
COStS.

We tested 78 items that had been con-
demned at tive bases and found that 51 of
them could have been repaired for amounts
significantly less than repacement costs. Many
o' the condemned items were in short supply
and, in some cases. action had been taken to
procure additional items. Our report on these
findings was issued to the Congress in October
1968.

The pnmary rcason for imptoper con-
demnation was that maintenance personnel at
the bases had made their determinations with-
out adequate knowledge of depot repair costs.
procedurss. and capabilities. We proposed
that the Air Force regulations be revised to
require the bases to return the items to the
depots unless the bases were advised that the
items are (a) not needed in Air Force stocks.
(b) obviously beyond repair, or (¢) authcrized
for disposition under Air Force technical
orders.

3*.1

The Air Force advred us that its anal-’ i_{
vses indicated that the maegnitude of improper =
condemnations did not warruant mstructng £=

=
-
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-
7
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the bases to retum such items to the depots
The Air Force stated. however. that certain
revisions were being made in exnsting regula-
tions to require (a) the reporting of aont Jata
to. and approval of the cowt data by, the item
managers pnor 1o condemnation of items by
the bases and (b) establishment of a review
board at each base to rmuintain sunveillance
over condemnations based on cost cnitena

We were of the opimaon that the speaal

i
J

1wed repair activities at the depots were the ;:-i
only organizanons qualified to estimate the =
COsts 1o reparr items for whych they were re- =

sponable and. for that reason. the action
taken by the Air Force mould senve onhy to
reduce but would not prevent improper con-
demnation of repairable stems. We theretore
recommended that Air Force reconsider our
proposal. In response. the Air Force rovied
ity instructions to prohibat cordemnation at
ficld level of all items which are designated as
beinz reparable and which have a unit cont ot
$300 or more. (B-146374, October 23. 1968)

222. MANAGEMENT OF MAG-
NETIC COMPUTER TAPE-At June 30,
1967. the Federal Government was operating
about 3,700 computers at vanious locations
throughout the world ind had accumulated
over 10 milhion reels of magnetic tape. valued
at about <700 million. to serve these com-
puters. The magnetic tape inventory of the
Department of Defense -sbout 6 million reels
valued at about $125 millon is about 60 per-
cent of the Government-wide total.

NG AN RO Y Y R LN OV T

Our review of the practices of the De-

partment of Defense in the procurement. use, >
and disposition of its magnetic computer tape @
showed a need for centrahized management of o
these operations. Alth ~ugh the Department A
has generally establisheu centralized controls ,:E
over its automatic data processing operations, ES
it has. in our opinion. given inadequate atten- {-’-
tion to siniilar controls over its magnetic tape. ‘.
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Al the ume of vur review, the Air Force was
the only senace that had centralized its man-
agement of magnetic tape. Our report on the
review was sued to the Congress in Sep-
tember 90N

We tound that. in the absence of central-
ired management. local military commands
had

Cor~uled tae riqueerments without
aMGLate sroalape of The Guant:ty of
vt ton of he tae on Nand

Tro ufd e WMOLT adequale regard
3 3. Nty S 0TS and Other advan
*apy 2F Lentralued Dro_urement

A Lewlatad Wrege guantities ot usd
e W Thout testing ot Or attermpting (O
a1 rate it tor further Lee

We tfound also that. in some cases. no
specitic tastructions had been established for
detemmnirg when tape was unserviceable, for
disposng of unsenaceable tape. or for report-
ing and screening serviceable excess tape for
possibie use by others.

The Department of Defense was in gen-
eral agreement wath our proposals for correc-
tive action. The Department advised us that:

Acron hal been taken 10 screen lape
T Ty e

- Corsderaton woukl be given 1o con
sul=atng tae procurements through-
ot the Dvpar trment

Studees wou ki be made on the need for
a it methad of computing re
Qurrments for tape and the need lor
gusdance i the control and use of tape

(B-163392, September 15, 1908)
223. MANAGEMENT OF NONEX-

PENDABLE PERSONAL PROPERTY
OVERSEAS-In March 1969, we reported to

1£4

the Congress that there was a need for the
Department of State to improve its manage-
ment and control over nonexpendable per-
sonal property located at foreign posts. The
specific areas in which we noted that impro;c-
ments were needed were:

-Fnancial rontrols -
Physical inventary taking
-Property records eeping

Fhysical security arrangement
-
~1dentitir ation and dieposiyon of eacess
property

— Procurement,

In addition. we noted a need for greater
internal audit surveillance over this activity by
the Department. We recommended that:

~The Departinent develop and imple
ment a sitistactory property ac “ounting
systern that would mest the principles
and standards of the Comptroiler Gen.
eral for property accounting, as set
forth in 2 GAO 125 (c), inchuding the
basis tor control over property

- The Department bring our refort to the
attention of the appropriate foregn
post offiials and instruct them to re-
view theirr controls and procedures ap-
phicable to propes ty management and to
report to the Department whether such
cantrols and procedures comply with
Department regulations.

—-App.opriate follow-up procedures be
estabilished to determine whether cor-
rective action promised by the foregn
posts was actually implemented

-Detailed and umely site audits be made
of all aspectsof property management at
foreign posts.

~Either the funds advanced to foregn
post empoyee associations for procure-




» ™ent of personal property bLe ceim
Dursed or the property purchased b
vientitied as hovernment-owned prop

9 erty and included in the foregn ;vo.s!s
property inventory L]

-

®  Department of Stite officials agreed. in
general. with our findings and recommenda-
tions. and corrective actions have been taken
@ are p’:mncd.

*

B‘ aireram dated March 25, 1969, the

. Dcﬂurtmcm informed gll diplomatic and

@onsular posts of our findings and recom-
mendatidns and instructed all posts To review
existing controls and procedures for non-
expen®able personal property and” to take
necessary action to ensure that prescnbegl
Department regulations are followe#. The air-
gram also stated that*Dcpartnent internal
auditors and Ferejgn Service Insgectors would
give special 4ttention to cdntrol arfl mangge-

ment of ngnexpendable personal property. #

(B-165867. March 12. 1969)

» 328 ¢4MANAGEMENT ,CONTROLS
ovsﬁ SALVAGEABLE MAGNETIC
TAPE —Pursuant to our conttnumﬁ audit of «
the operations of the United States Informa-
tion Agency (USIA). we reviewed sclected
opergtions of the Internatiunal Broadcasting
Service {IBS) at its offces in Washington.
D.C. Our revie® was directed pnmanly to-
ward ascertaining whether the IBS was ade-
quately managing its magnetic tape inventory
and disposal records.

O report to the Director. USIA, in
October 1968, showed that generally the
Technical Services Division of IBS was per-
forming an effective tape salvage operation.
We noted. however. that using activities dis-
carded used tape by placing it in trash bins
rather than in designated salvage bins, which
reduced the effectiveness of the salvage opera-
tions. Conversely, we found that clearly non-
reclaimable tape items had been shipped from
the relay station in Greece to the United
States at an expense that could have been

avcided if proper w...ain® had taken place.
In addition, this shipment crowded storige
areas and further reduced the effectiveness of
the salvage operation.

We believe that these questionable prac
tices occurred, in part at least, from alack of
formal policies and instructions concerning
the screeming and salvage of tape and related
items. When we brought thiese mattens to the
attention of IBS officials, they agreed to
examine into the preparation of informative
salvage instruction that would stress cconomy
through more etfective screenming and salvage
of tape and tape-related items

In addition to the matten discussed
above. our review indicated a need for the
development of tormal cntena to be used by
technicians performing tape reclamation and
for improvement in housckeeping and firesafe
conditions in the salvage techmcans’ work-

. -
room and in the IBS storage arca.

When we brought these matters to the
attention of IBS officils. they took cor
rective action by having tire hazards removed.
by having the storage arza reorgamized. and by
commencing research into proper tape salvage
criteria.

Subsequent to the suanee of our re-
port. the Deputy Director of USIA informed
us that the used tape which had been placed
in trash bins had been inadvertantly placed
there in the course of moving the Technical
Services Division from one tloor to another.
Since further inspections of the trash bins Jdid
not reveal any other inadent of this kind. he
concluded that this had been an wolated
incident. In repard to the shipment of non-
reclaimable tape trom Greece to the Umited
States. he voncluded that this ad been a case
of bad judgment and he stated that steps had
been taken to cnsure that such an inadent
would not be repeated. (Report to Director.
USIA. October 25, 1968)
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225. MANAGEMENT OF EQUIP-
MENT- in x June 1969 report to the Secre
tary. Department of Health, Education, and
Wellare (HEW)L we presented the reults of
our review of an Indian agency’s administra-
ton of certan aspects of educational projects
which had Seen funded under utle I of the
I lementary and Scecondan bFducation Act of
1965,

We tound that cortaan equipment pur-
chased with ntle 1 funds either had been used
tor non-titls | purposes or had not been used
at all. We expressed the opmion that such
cquipment was in excess of the needs of
approved ttie | activities at the agency.

We tound also that. aithough cogmizant
oflicials of the Indian agency were aware that
equipment purchased with title | tunds was
bong used tor non-title 1 purposes, they did
not consider this to be contrary to the title |
program reguarements. We stated that, in view
of the situwsnons found Junng our himited
review and the apparent masundenstanding on
the part of the Indian agency oftiaals con-
ceming the requirements ot the ttle 1 pro-
cram, we beleved that there was need for
action by the Office of Yducation to effect
adherence to program  requirements  with
respect to title | equipment purchases at the
agency.

We recommended that the Comnssioner
of Educatiom take achion to assure himself
that appropmate officials of the Bureau of
Indian Aftuns and the Indian agency are
aware of and are complvimg with the require-
ment that 2ile 1 funds be used only for
approved ntle | activities. We recommended
also that the Commissioner request the HEW
Audit Agencv to schedule, at an early date, a
review of title | actvinies at the Indian
agency. parocularly wath respect to the pro-
pnety of equipment purchases and uses.

The Commissioner subsecuently advised
us that prompt action would be taken to over-
come the weaknesses i administration

revealed in our report and that the HEW
Audit Agency had been noufied of our
recommendation relating to review of title |
activities at the Indian agency. (B-164950.
June 5, 1969)

226. IMPROVEMENTS ACHIEVED
IN THE MANAGEMENT OF SUPPLIES-In
July 1968. we submitted a report to the Con-
gress on our review of improvements achieved
in the management of supplies by the Bureau
of Indian Affairs. Depariment of the Interior.
Our review at the Burcau's Navajo and
Aberdeen Area Offices showed that proce
dures for maintaining proper stock levels of
school supplies had been deficient. Navajo
Area schook were generally ondening supphes
without reference to stocks on hand. and nine
schools had purchased supplies valued at
about $125.000 in excess of needs. Each of
these schook had accumulated substantial
quantitics of supplies sufficient to meet needs
ranging from 5.4 years to 38 years. In add-
tion, at six of the nine schools, about 21.000
books were in storage and the purchase of
about 1,400 books had been approved while
books similar in type and number were on
hand and in excess.

We coencluded that there was a need for
(a) improved instructions for determiring the
type and quantity of supplies to be purchased
to meet future requirements. (b) more catical
reviews by area office otficials of purchase
order justifications for determining whether
those items planned for procurement are war-
ranted both as to type and quantity. (<)
improved procedures for wdentifving excess
stocks and for distributing them to other
schools in need of such stocks, and (d) vig-
lant surveillance by central office officuals
over the procurement functions delegated to
the field office level, to ensure such functions
are, in fact, carmied out economically and eff
ciently.

In response to our findings and pro-
posals, the Bureau took acthon to improve
supply operations at its field locations. Specif-
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ically. the Commissioner of Indian Affairs
issued instructions .o all Area Directors to tal
take specific action to reveal excess stocks
(b) provide for elimination of excess stocks
by redistnbution. and (c) provide for consid-
eration of stocks on hand 1n comunction with
new procurement. Also. all Division Heads
and Branch Chiefs in the central office were
informed that the supply operation was 2
total Bureau problem requinng all officiuals to
be zlert to any weakness in this area. In addr
ton, the Bureau informed us that an inven-
tory of supplies had been taken at al! loca-
tons and that excess supplies h2d been
redistnibuted.

We believe the comective actions taken
should significantly improve the system of
control to prevent unnevessary or premature
procurement. (B-114868. July 31. 1968)

227. MANAGEMENT CONTROL
AND UTILIZATION OF COPYING
MACHINES-In May 1969, we reported to
the Attorney General. Department of Justice,
on the need to improve management control
and utilizaunon of the Department’s copying
machines. We believe that. had adequate feasr-
bility studies bezn made before acquisition.
the production capacitics of the copying
machines would have been more commen-
surate with reproduction requirements.

We concluded that annual savings of
about $67.000 could be realized by changes
in the use and location of certain copying
machines and operators.

We recommended that. to provide maxi-
mum efficiency and economy in the acquist
tion and use of copying machines. the Attor-
ney General (a) centralize the management of
copying machines, (b) have adequate feasi
bility studies made prior to the future acquisi-
tion of copving machines. and (c¢) have
periodic reports prepared to provide manage-
ment with the data necessary to evaluate
copying machine costs and usage. (Report to
the Attorney General, Department of Justice,
May 26. 1969)
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228. PHYSICAL AND ACCOUNT-
ING CONTROLS OVER EQUIPMENT-In
our March 1969 r2port to the Joint Com-
mittee on Atomic Energy on our review of
the Atomic Energy Commission’s (AEC) poli-
cies. procedures. and practices relating to the
munagement of equipment., we painted out
that AEC's policies with respect to Head-
quarters and field office surveillance and with
respect te funding and capitalization provided
for sound management of equipment. We
noted certain deficiencies in practices at some
facilities, however. which indicated a need for
AEC Headquarters. field office. and con-
tructor property management personnel lo
expand and improve their equnpmcn‘ survell-
lance activities.

We reported that AEC operating con-
tractors under the jurisdiction of two AEC
operations offices had acquired some items of
equipment which were not classified in the
accounting records and reperts as capital
equipment. although the items appezred to
meet AEC's cniteria for capitalization. The
noncapitalization of these items resulted. in
our opinion, from the contractors’ failure to
properly implement AEC's provedures for the
classification of equipment and to follow
their own established procedures. We also
noted that. although AEC in 1964 had jecop-
nized a problem in ithe Argonne National Lab-
oratory’s distinguishing between capital and
expense charges in connection with the zero
gradient synchrotron accelerator and had
made efforts to correct it. the probiem had
not been fully resolved at the time of our
review.

AEC’s capitalization policy at the
Nevada Test Site provided that property
located in certain forward areas be expensed
because it may be subjected to damage during
nuclear test operations. We noted that AEC
planned to construct a cafeteria in a forward
area at an estimated cost of about $485.000,
the cost to be funded from an operating
expense appropriation. Discussions with AEC
personnel indicated that the possibility of




+» dumage to this building from test operations

would be fairly remote. Also, because of the
teat ban lrcaty.' atmospheric testing had not
been conducted since 1962. Bgcause of these
factors. we suggested that AEC reevaluate its
O'upilalization policy regarding property
located in forward areas.
[
We found that AEC’s onsite reviews of
equipment management activities of its field
offices and its operating contractors generally
ip;fun:d to be comprehensive in nature. At
certain  contractor lotations, however, the
onsité reviews, in our opinion, were (oo
limited in number and/or4n scope to permit
adgquate evaluations of the equspment man-

agement activities. > ®
»
At one facility we frund thut there was a

need for improvement in the physical inven-
tory procedurgs and practicgs. especially in:
regard 8 the timeliness of Tnllow-‘lps to
locate niissing items. Also, we suggested thlit
AEC's inventory-taking »rocedures regognize
that thgre may be situations where iWwould
bey nd\!.n.:gcous for the? operating con-
tractors” inventory teams to idengify obvdusly
unused or unusable items. Notations concefn-
ing such itgms would provide a basis for
necessary follow-up réview.

L4
We diggussed ar findings on funding
and capitahizatien, physical inventory prac-
tices, and onsite reviews with AEC, and
acfions have either been taken or agreed to,
whiLII. if properly implemented, should cor-
rect ~ or improve the conditions noted.
(B-160731, March 14, 1969)

229. ACCOUNTING FOR AND CON-
TROL OVER NONEXPENDABLE PER-
SONAL PROPERTY-QOur review of the
policies. procedures, and practices relating to
the management of nonexpendable personal
property acquired by the Washington head-
quarters of the Federal Highway Administra-
tion, Department of Transportation. showed a
number of weaknesses in the accounting for.
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and control and utilization of. nonexpendable
personal property.

We noted, and reported to the Federal
Highway Administrator in April 1969. a need
for appropriate corrective action to ensure (a)
vomplete, accurate, and reliable property
records, (b) uniform accounting for property
and a monthly reconciliation of property
records with the general ledger, and (c) ade-
quate control by property custodians to pro-
vide maximum utilization and physical safe-
guards against unnecessary waste and loss
resulting from theft. deterioration, lack of
adequate maintenance, and other forms of
diversion. We were informally advised that
appropriate corrective action was being taken
to correct the problems noted. (B-164497(3).
April 30, 1969)

230. STRENGTHENING SUPPLY
MANAGEMENT FUNCTION-Our review
confirmedeprior expressions by Federal Avia-
tion Administrartion’s (FAA's) study groups
as to the need for management action to
strengthen administration of the supply man-
agement function in the European Region.
Our review of a random selection of reparable
and high-cost expendable items showed that.
on the basis of FAA's criteria for establishing
stock levels, about 68 percent of the reparable
items and 85 percent of high-cost expendable
items reviewed exceeded authorized stock
levels. We noted also that, because receipts
and issues of FAA-owned inventory in cust-
ody of the foreign maintenance contractor
were not being posted on a timely basis to the
inventory stock cards, the records did not re-
tlect the current inventory at the contractor’s
plant. An examination of invoices for the
overhaul of three engines dunng fiscal year
1965 showed that FAA had paid the contrac-
tor about $15.000 for vanous quantities of
parts priced on the U.S. Air Force in Europe’s
stock list at about $6,700.

FAA officials in Brussels agreed that the
control over spare-parts inventonies was in
need of improvement and stated that steps




would be taken to correct the situation. In
September 1967, the Assistant Admunistrator
of the European Region informed us that ad-
ditional manpower had been authonzed and
that a review of the inventory at the mainte-
nance contractor’s plant had been made that
resulted in the reduction of the number of
line items by about 50 percent.

In March 1968, the FAA Admunistrator
stated chat additional supply specialist posi-
tions had been authonized and that the heuad-
quarters logistics function had initiated action
to aid the region in implementing existing
supply systems and procedures.
(B-164497(1), September 18. 1968)

231. MANAGEMENT OF STOCKS
WITH LIMITED SHELF LIFE-In arcportin
December 1963. to the Administrator of Gen-
eral Services, we pointed out that the General
Services Administration’s (GSA's) manages
ment information system did not show the
quantity and value of disposals of deteno-
rated limited-shelf-life stocks. Although the
regional offices maintained memorandum
records of individual stock disposals. no effort
had been made to accumulate this data and to
apprise management of losses being incurred.
We concluded that GSA was not fully aware
of the extent of the problem and. therefore,
was not in a position to direct attennion Lo its
solution.

Therefore, we proposed to GSA that
data on disposals of imited-shelf-life stock be
accumulated and reported as part of the
management information system so that prob-
lem areas may be identified and necessary cor-
rective action taken.

In May 1968, GSA advised us that, in
response to our suggestions, action had been
taken to improve the management of limited-
sheif-life stocks. (B-161319. December 23,
1968)

232. CONTROL OVER EQUIP-
MENT-0ur reveiw showed that the financial
and detailed property records at the National
Aeronautics and Space Admunstration’s
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(NASA's) Goddard Space Flight Center
(GSFC) were incomplete and. in some cases.
inaccurate because GSFC was not complying
with agencywide property accounting proves
dures for controlling equipment and that
equipment was not always recorded in the
financial and detailed property records when
received. GSFC had a recorded iventory of
$274 million in equipment as of December
31, 1967, which was located at GSFC and at
installations throughout the world.

Further, we found that GSFC had not
taken action to locate 1.277 items of equip-
ment, valued at about S1.7 million, that were
missing at GSFC and at 13 other locations as
of March 31, 1967.

Although the need for better control of
equipment was previously brought to the
attention of NASA and GSFC officials in
1964 by the NASA Audit Division and cormec-
tive action was promised by GSFC, the situa-
tion had not been fully corrected at the time
of our review partly because of ineffective
follow-up action on the internal audit find-
ings.

NASA zgreed with and initiated comec-
tive action on our recommendation that it (a)
take a2 complete physical inventory of equip-
ment, (b) record equipment not previously
recorded. (c¢) determine the whereabouts of
equipment not located dunng the current and
previous physical inventones, and (d) imple-
ment the necessary controls at GSFC to
reasonably ensure that equipment is properily
accounted for and that the data related
thereto is rchably reported. (B-104674,
August 28, 1968)

233. MANAGEMENT OF MATERI-
ALS-0ur review of the procedures and prac-
tices followed by a contractor with the Na-
tional Aeronactics and Space Administration
(NASA) for controlling matenals. including
high-cost complex items. acquired for NASA's
Apollo program showed that complete. cur-




rent. and accurate data essential for effective
management were not readily provided. In
certain cases, accountability for materials was
Lacking completely.

We expressed the opinion that accurate
and timely information on the status of
material resources was essential if responsible
management officials were to confine invest-
ment in matenials to the minimum aecessary
for effective. efficient. and economical pro-
gam management. Effective materials man-
agement is particularly essential fz: the
Apollo program since the total cost of maten-
als will be in the billions of dollars and certain
indvidual parts and components. such as
those discussed in this report. cost tens of
thousands of dollars.

Although several NASA reviews of the
contractor’s property control system dis-
closed a number of deficiencies in procedures
and practices which were reported io the con-
tractor. NASA approved this system as being
adequate to properly protect the interests of
the Government. We expressed the belief that
NASA should not have approved the system
because sufficient action to correct the defic-
encies had not been taken.

Lower echelons in NASA had been
aware of many of the problems involved but
had taken no steps to inform NASA top man-
agement. We expressed the belief that. where
significant cntical issues have developed and
resolution has not occurred within a reason-
able period of time. the matter should be
brought to the attention of top management
in order to effect required improvements.

NASA stated its agreement with our sug-
gestion that it issue operating instructions
requiring property management officials to
alert NASA top management (o situations -
such as those described in our report - where
corrective actions had not been accomplished
at the operating level on a timelyv basis. Proce-
dures and practices were being revised accord-
ingly. Subsequent to our review. the contrac-
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tor made a number of procedural changes in its
property management system 1O improve
organizational practices over the control of
property. To ensure early and continued
improvement in the contractor’s program of
materials management. NASA arranged to
have its responsible field cffice monitor prog-
ress and to report quarterly to NASA Head-
quarters. This arrangement. was discontinued,
however. after NASA determined that the
contractor had made sufficient improvement
in materials management. (B-158390, Novem-
ber 8, 1968)

MAINTENANCE. REPAIR,
AND OVERHAUL ’

234. MAINTENANCE OF REAL
PROPERTY-We examined into the feasibil-
ity of consolidating the eight separate real
property maintenance activities operated by
th: military services on the island of Oahu,
H:waii. and the 16 in the area of Norfolk,
Virginia. These locations were selected for
examination because the relatively limited
geographical areas involved contained large
concentraticns of military installations and
facilities. Qur report on the examination was
issued to the Congress in August 1968.

On the basis of our examination. we con-
cluded that consohidation of the mainfenance
activities at the two locations was feasible and
would result in economies. We estimated that
the consolidations could result in:

—AnnLal savings 0! about 53 4 million in
operating costs (52.4 million on Oahu:
$360 000 at Norfolk)

—=Annual savings in an indeterminate
amount m replacement costs for equip-
ment

Release of equipment valued at about
§2 2 mi'lan for possible use elsewhere
($1 rmullion on Qahu: S12 million at
Norfole)

We proposed that the Secretary of De-




fense gconsider consolidating real property
maintenance organizations on Ozhu 2nd in
the Nor‘olk area cach under a single manager
and ‘Jilh supporting subactivities 2s xppropn-
ate. We proposed also that the Secrdary con-
duct gtudies at other locgtions haveng large
concentrations of mulitasy installabons. to
ascertain the feasibility of consoiidanon. We
cited New, Orleans. Los Angeles. San Fran
cis®, New York. and Washington. D.Cx as
examples of such concentrations.

3 3

In response. the Assistant Sccretary of
Dﬂcnsc (Igstallations and Log@mstics) .a:ivisod
us that his otfice had estzblished an inter-
departmental commtiee. under the Depart-
ment of "the Navv. to develop measures for

effecting maximum consolidations on Oahue ¥

at Norfolk. and at other locations oY highly
concentryted military insfallations. We were
further advised, thatghe computteeeaas estab-
lishing local interdepartmental commiliees og
Oahu and at Ndrfclk.

The gudelmes provided to the I(\!l
committees ifuicated that the #installanon
commanding officers involved would decide?
the extent of consolidation. In our report we
recommended that decrsions as to the extent
<f consolidation of real prdperty mainienance
activities be mad= on the bgsis of independent
‘tudies and that sych decisfons be made bind-
ing on the installations involved.

On "October 4. 1968. the Asssstant Secre-
tary of Defense (Installations and Logstics)
advised us*that the recommendations of the
local interdepartmental commiitees would be
made binding on the instaliations involved
after review and approval by the rulitary
departments. by the Washington Interdepart-
mental Committee. and by hm office.
(B-164217, August 5. 1968)

235. MAINTENANCE OF VEHI-
CLES Our report on an carikr review
(B-133244, November 30. 1962) presented
our findings that the Air Force and the Army

could substantially reduce their costs of main-
tenance and repair of vehicles if then opera-
tions were conducted as efficiently as those of
the Navy. In the report we made a number of
recommendations for improving vehicle main-
tenance operations.

In our follow-up review we found that.
although action had been taken in the inter-
vening years to improve management. the Air
Force and the Army cculd reduce costs by
about S8 million a year if additional controls
were established to ensure that only necessary
maintenance is performed. Qur report on the
follow-up review was issued to the Congress in
December 1968.

Maiatenance costs of the Air Force and

" the Army were higher than the Department of

Defense goal. which the Navy met. principally

L . o
, because a larger number of maintenance man-

hours were being expended. We concluded

# that, in most instances. this was attnbutable

1o:

s of military personnel (primarily by
the Air Force)

—Too frequent per formance of preventve
Tanenance.

- Performance ot uneconomical ropars

—Duplicativ 1 of effort in accumulating
neaced data.

Although the maintenance program of the
Department of Defense appeared 1o provide
adequate guidance. effective controls had not
been established to ensure uniform interpre-
tation and application of the guicance.

We recommended that the Secretary of
Defense direct the Air Force and the Army to
take the steps necessary to provide more com-
plete and more reliable maintenance data for
management use and to provide for periodic
internal audits of the reporting procedures and
maintenance practices in their respective vehi-
cle maintenance shops.




The Assstant Secretary of Defense
(Installations and Logmstiosh agreed. 1= gemeral
that further economies could be achumad but
did not concur with our c<umates of motznial
cost reductions. He stuted that the Jount Com-
mittee for Administraiive Use Motor Vehicles
had been requested to review both the main-
tenance practices and the reporung proce-
dures among the mulitary departmezis to
determine those areas lucking uniformsny and
to make appropnate recommendatroms. The
review had been completad. but. as of August
31, 1969. the results had not yet bewn evalu-
ated. (B-133234. December 3, 1963

236. REPA!R OF ELECTYRONIC
COMPONENTS AND ASSEMBLIES-The
Navy Electronic Suppls Office (ESO) 5 the
central inventory controd point for cizctromic
components and assemblics and is respoaable
for managing the repar of such iter=s. Abeui
i 1.000 items have been designated bw ESO
for mandatory return by the users for 2opot-
level repair when the necessary wook o be-
vond the capability of lower rmiimiznsnve
levels.

As stated in our report issuad to the
Congress in March 1969. we found that there
was a need for substantial improvermeni i the
management of the repar procaim. More
specifically. ESO (a) had not given uporopn-
ate considzration to repair as an alternatve to
procurement of new itzms. (b) d:d nag have
accurate technical data available reacioe the
repairability of items or the identificadon of
repair sourves. (¢) had not estabishad ade-
quate coordmnation with Navy repaur lashites,
and (d) had not taken tumely action to raguare
ficld acuvitres to ship unserviceabie 112ms to
the repair facihities. As 2 result, u=messssary
procurements were made. needed 1o were
not repairad. and some items wens rrpaired
although stocks of semvaceable iler= o hand
were sulficient to mect expected nevds

During our review. we discussed cur sug-
gestions for improvem=nt with ESO oificak
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and they took certzin actions which we con-
sidered responsive to our suggestions. In addi-
uon, we proposed that the Secretary of the
Navy ensure that ta) the efforts of ESC in
identifyving repairable items and appropriate
repair sources are effectively coordinated with
the efforts of other Navy activities and (b)
suncillance by the Department of the Navy is
pliced over th> corrective measures necessary
for th: promp: impiementation of an efficient
and effecuve repair program.

The Navy concurred in these proposals
and advised us of actions taken to implement
them. We believe that the actions taken by
the Navy should result in 2 more eflicient and
eifective progam. (B-133313, March 19.
1969)

237. MANAGEMENT OF REPAIR
AND MAINTENANCE OF BUILDINGS AND
UTILITIES— Our review of the policies and
practices of the Burean of Indian Affairs
1BIA). Department of the Interior. for control-
Iing expendifures 1o repair. maintain, and
rchabiiitate buildimgs and facilities showed
that large sums had been programmed and
expended to reparr. improve. and rehabilitate
old buildings. Some of these buildings were
Jemolshed snortly after they had been exten-
svely repaired or rehabilitated. and others
were scheduied for demolition in the near
future.

We tound that this situaton had occur-
red becavse BlA Bad no procedures for eval-
uating systematically existing facilities to
determune their remaning useful hife. establish
replacement standands. and deterrmine dates
bevond which it would be uneconomucal o
make further repairs or improvements. In
additon. we noted that the Major Alteration
and Improvement (MA&I) funds and Repair
and Maintenance ¢ R&M) funds had been used
int=rchangeably to fimance the same type of
progects and that, un some instances. the costs
of supporting senaces had not been charged
10 the proper fund Use of R&AM and MAX:
funds wn this manmner does not ensure the con-




trol of funds by the Bureau in the manner
that the Congress intended when it made
separate appropnations for those specific pur-
poses.

We recommended that the Sureau revise
its system for the management of vuildings and
facilities to provide for (a) informat:on on the
condition. economic useful life, and planned
uses of zll buildings and the histonical and
foreseeable repair and improvement costs for
individual buildings, () development of a
long-range building replacement program. (c)
repair and maintenance criteria concerning
the frequency. manner, and extent of repair
and improvement work consistent wiin ithe
economic life of each builcing, and td) stronz
central organization with the necessary autho-
rity to guide and control this activiry.

We recommended also that the Bureau
tar 2 whatever action is necessary to ensure that
R&M and MA&I funds are used onlyv for the

purposes for which appropnated.

In a letter dated May 14. 1968, the
Department agreed with our recommenda
tions and advised us that BIA was developing
a management information reporting and con-
trol system along the lines of the recommen-
dations. Also. the Department informed us
that. since such a system was highlv complex.
considerable time would be required to effec-
tuate it fully. On June !2, 1969. we were
advised by BlA officials that some of our
recomniendations had bern implementod and
that work was continuing on impiementing
others. (B-114868, Scptember 25. 1968)

LTILIZATION AND DISPOSAL
. OF PROPERTY

238. PROCESSING OF REQYISI-
TIONS FOR MATERIALS—-In a prior review
of the ability of the military suppiy svstems
to respond to increased demands. we observed
that the manaer in which supply requmsitions
were processed under the Military Standard
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Requisitioning and Issue Procedures (MIL-
STRIP) system precluded realization of the
maximum benefits of the system. Therefore
we undertook a limited examination. at se-
lected installations of the Army. Navy. and
Air Force, cf the processing of requisitons
under the MILSTRIP system. Our report on
the examination was issued to the Congress in
September 1968.

The MILSTRIP system is designed to:

~Provide uniformity of procedures for all
requisTioners and suppliers of stock

—L'eet essenuial requirements of all the
Tiilary senvices. v

~Provige for interservice supply transac-
tons and intraservice  supply-support
operations

—Accommodate the requisitioning on
stocks of the General Services Admin
1stration,

We found that the MILSTRIP system
had improved the processing of requisitions.
Maximum benefits of the MILSTRIP system
had not been realized. however. because large
numbers of requisitions contained crroneous
or mncompatible data and could not be pro-
cessed routinely. As a result. many of the
requations were returned to the originators
for additicnal infcimation or revision and
resubmission. Resubmission of requisitions is
time-consurmng. causes significant delays. and
reduces supply-support effectiveness.

Th¢ pnmary causes of erroneous or non-
curren! information on requisitions. in our
OpIiNIon, Were:

—~Preparetion of requisitions by untrained
and inadequately supervised indniduals

- Inadequate review of requisitions before
forwarding them to the next higher sup-
ply level,

~-Absernce of current and compatble
«alaloy data at varous supply levels
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,» We also found that the Defense Supply
Agency (DSA) had not fully carried ou: 1its
responsibility dor surveillance of the MIL-

@ STRIP system. Systematic survBillance by

DSA could have identifiecd the problems so
that appropnate corrective actions could have
been taken.

The Department of Defense agreed. iff

@ general. with our findings and prqposals for
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corrective measures. The Department stated
thyy DSA had recently orsamized a separa‘c
surveillance group to pertorm frequent onsite
rcvie:vs of operations, assess adequacy of train-
ing. and make recommendation$ for systems
and traning unpw\'cmcnfs. The Department
st>ted further that its directive’on the MiL-
STRIP system had been revised to defige -

sponsibilitics more explszithy: that a study was ,

bejne made of the frequirement for. and the
frequency of gatalog changgs: and that. pend®
ing confpletion of the study.®a mogatenum
had bean declared on umt-of-issue changes.
(B-164500. September 17. 1968)
T L

y 239 DONATION? AND USE OF
GOVERNMENT-OWKNRED SUFRPLUS
MERCURY-The General Services Admine-
stration (G3A) made surplus mercury avail-
able to the Departnfent of Health., Education.
and Welfare (HEW) for donation for educa-
tional and_ public h:.mh purposes. Because
most of the megc 1ry used 1n the United States
is imported :nd because its purchase tends to
adversely affect the U.S. balunce-of- pavments
position, the mercury was made available wath
the®special requirement that State agencies
limit donations t% a 12-month supply which
donees otherwise would have purchased on
the commeraial market. Also. mercury was
not to be acquired for use 1 the furtherance
of institutional programs bemg financed by
Governme=nt contracts or grants.

We found that many donecs had recened
mercury 1in siguficantly larger quantities than
we believed should bave been provided under
the special conditicns applicable to the
mercury donations or could have been just-

fied by apparent need. Large quantities of the
mercury were stored and 1emained unused for
an extended penod of time. It appeared to us
that some of the mercury had been used for
uncconomical purposes or, contrary to the
special donation conditions. for donee pro-
grams financed under Government contracts
or grants. Because of the way in which the
me.. Ty donation program was carried out.
on. of the major program objectives intended
to be accomplished by the special conditions
imposed by GSA-the achievemrent of max-
imum [avorzble effect on tae U.5. balan~-cf-
payments position—was not accomplished.

In a report to the Congress in March
1969. we expressed the belief that the adverse
cond:tions surrounding the mercury donation
program were caused, in part, by (a) misunder-
standings of the special conditions applicable
to the program. (b) inadequate warechousing
procedures by State agencies and inadequate
vontrols oyer mercury inventories by donees.
(c) allocations and donations based on unreal
istic or mnadequate determinations of need.
and (d) inadequate and untimely surveillance
over implementation of the program by HEW
and State agencies.

HEW agreed. in gencral. with our
recommendations for strengthening the
adminstranon of the surplus property pro-
gram but did rot agree with our proposal that
State agencies be provided with more explicit
guidelines for use in evaluating the reasonable-
ness of institutions’ requests for surplus pro-
perty. Instead. HEW preferred to continue to
stress to State agencies the need for exercising
good judgment and reasonable surveillance to
prevent stockpiling. (B-164031, March 21
1969)

240. UTILIZATION OF EQUIP-
MENT-During our revicw of the Atomuc
Energy Commission’s (AEC’s) policies. pro-
cedures. and practices relating to the manas=~
ment of equipment, which was performed at
the request of the Joint Committee on




Atomic Energy (JCAE), we found that AEC
generally provided for a system of managing
the equipmeni in an effective and efficient
manr2;. We noted some areas. however,
where, we believed. improvements could be
made at one Ot more of the contractor-
operated faci'i..es under the jurisdiction of
the seven AEC operations offices reviewed.

We found that at certain of AEC's facili-
ties more effeclive use of some stored and
infrequently nsed equipment could be
obtained by (a) closer surveillar:ce of equip-
ment in storage and rejustification of its
rztention, (b) greater use of equipment pools.
2md (c) more frequent management walk-
through inspections and onste reviews.
Altnough the cost of equipment in storage
was substantial, it represented a small percent-
age of AEC’s total investment in equipment.
For example, the records at two operations
offices shiowed that the investment in capital
equipment. ai acquisition cost, amounted to
abcut $2.5 billion. of which about S$41
ralion, or about 1.6 percent. represented
egurpment in storage exclusive of equipment
in standby. Also, in many cases. the equip-
ment was unique to AEC’s operations or
would require long lead times to acquire and
therefore was retained as backup equipment
to ensure continuity of operations.

We found that at some facilities, how-
ever. equipment had been in storage for a
rumber of years without being preperly clas
s:fied and without adequate reviews [or justi
fication for retention. In some instances the
custodian of the equipment hid no further
need for it. Because this equipment was gen-
eralty held by or for speciiic individuals or
groups, only limited use was made of repot-
ing procedures Lo advise prospective users that
the equipment was available for potentisi use.

We found that AEC's operating con-
tractors were not taking full advantage of the
beaefits 1o be obtained from pooling equip-
ment. Although we found that some con-
tractors were operating effective pools. we
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noted instarices where, we believed, AEC
could obtain still greater utilization of its
cquipment througs more extens.ve use of
equipment pools ind by consolidating
machine shops at certain facilities.

In a report submitted to JCAE in March
1969, we pointed out the need for AEC to
take action at some facilities to obtain better
utilization of certain equipment that was in
storaze and/or infrequently used and to avoicd
the accumulation of large quantities of such
equipment. 1EC was receptive to our
suggestions 2nd took. or agreed to take,
actions which. if properly implemented,
should result in imprcved equipmer:t utiliza-
tion. (B-160731, March 14, 1569)

241. USE OF MOTOR VEHICLES
AND ESTIMATING VEHICLE NEEDS-We
reported to the Congress in September 1968
that the Corps of Engineers, (Civil Functions),
Department of the Army. did not consider
daily use along with annual mileage in gcier-
mining the number of vehicles needed by ¢ach
Corps’ district. We estimated that the equiva-
lent of 97 vehicles. or slightly more than 10
puicent of the general-purpose vehicles re-
viewed, were not used on at least 80 percent
o the workdays of the 3- to 6-month (est
peniods used for our review. We estimated that
the net replaccment value—excess of average
acquisition cost over average resale value--of
the 97 vchicles was about $113,000.

We rcported also * it annual mileage
records for 861 vehicles assitned and available
for use for about a l-year penod at the seven
Corps’ distncts reviewed showed that 323
vehicles, or 39 percent. kad not met the
Corps’ standard of 10.000 miles a year and
that 78 vehicies. nr 9 percent. had been driven
less than 5,000 mules durning the year.

W~ expr=.sed the opinion that the Corps’
utilization critcris, which was bascd solely on
mileage. was nod consist:at with either the
criteric. nrovided by the General Services
Administration (GSA) for the guidance of




Government apengres or the critena that GSA
anlo_\-'cd tor its nteragency motdr pools.
.
* We reovmmendad that the Seerctary of

th..: Army direct the Thief of Engineers to
establish cntena for evaluating vehicle utihiza-
tion ‘hlch would provide that daily usage
@nformanon be conudered in coniunction
with annual mleage.

2

We recommendad also that the Chief of
o Enginegrs imtiate 2 Corpr-wade review of vehi-
ode utihization tor the purpose of e$tablishing
the number of vehickes needed under normal
conuitions. envang full consideratidn to daly
usage of such vehicles and altemnative soyrges®
of trunsportation for meeting peak require-
ments. and that excess vehicies dentitied by

*

the review cithgg be trunsferrgt to locations *

nevding adliional vehiclds, with the objgctive
of reducing tuture vehicke procurement. or ba
declared exoess where appmpriate.
» F .

wt e O s Jdinindts, responsible
officialh concurmey i our findings and ok
action either te <ol the excess vehicles or 18
use them to pmeet moreased work require-
ments. The Departmefit of the Army, how-
ever, did nor indwate ghat any action would
be taken tongplementbur recommendations.
(B-164534, Scpiember 19, 19638)
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242. DISPOSITIONS OF SURPLUS
HOUSING=In a follow-up to a previous re-
view made in 1902, we examined into the
actions taken by the Federal Housing Admin-
istration (FHA). Department of Housing and
Urban Devclopment (HUD), for the prompt
and ecvonomucal Jdisposal of surplus housing
built under the nattonal defense housing in-
surance program to serve the needs of workers
or military personnel engaged in defense
activities.

As 3 result of our previous review, we
had recommendead that FHA dispose of those
propertics wentified as having only potential
salvage value, reapprase the potential market
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for the remaiming properties, and develop an
effective plan for the prompt and economical
disposal of the remaining properties.

Our follow-up review of the disposition
of deiense housing acqured by FHA in the
Savannah River arca of South Carokna and
Georpia, which was an arva covered by cur
previous review, and in the Lone Star, Texas,
arca showed that there continued to be inade-
quate emphasis on the timely Jdisposal of de-
fense housing which appeared to be surplus o
housing needs in these ancas.

We found that FHA had incurred sub-
stantial costs, in addition to its inial costs of
acquisition. to rerain. for extended periods.
houses that appeared to have Lttle potential
for =ale as reuadential properties because of
the oversupply of housing in the arcas. We
found furthgr that the proceeds received by
FHA from the sale of these houses=which
had bren retained for 9 vears or longer had
not been sufficient for FHA to recover its in-
vestment in the houses and that. in most
cases, the costs of retention alone had ex-
ceeded the sales proceeds. In our opinion,
more timely action by FHA to dispose of
houses that appeared to be surplus would
have reduced the losses incurred by FHA in
its investment in these houses.

In November 1967. after the results oi
our revicew wene brought to the attention of
the Secretary of HUD. instructions were
issued by FHA to all insuring offices empha-
sizing the need to mve special attention to
disposing of those acquired propertics which
had been on hard for an extended period of
time. In addition. we were later informed that
FHA was also placing more emphasis. in areas
where there appearcd to be a limited market
for FHA-owned houses. on the sale of the
houses for demolition or removal. (B-114850,
August 16. 1968)

223. UTILIZATION OF AIR-
CRAFT-We found that, on the basis of the

s




prescribed cntena used to justify assigning a
Beechcraft Queen Air aircraft owned by the
Federal Aviation Administration (FAA) to the
European regional office and the costs of
available commeraal transportation. the re-
tention of the wircraft could not be economig-
ally justified.

We pointed out that. dunng an 8-month
availability penod. the aircraft had been
flown about 200 hours, or about 43 percent
of the anticipated usage projected on an an-
nual basis. Also, we could find no =vidence of
its use as a demonstration aircraft, which had
been cited as one cf the principal purposes for
assigning it to the Furopean Region.

On the basis of our analysis, we esii-
mated that, dunng September and October
1965, the use of commercial air transporta-
tion for administrative 2na parts-delivery trnips
would have co< about S3,831 less than costs
incurred by the use of the Queen Air. Also.
because only one of the two employees who
made the flights was needed to handle FAA's
business, 7 man-days were lost and B addi-
tional days’ per diem costs were incurred. We
therefore proposed that the Queen Aur air-
craft be reassigned if it could not be effec-
tively utilized at the Furopean regional office.
The Assistant Administrator to the European
Region stated that the Queen Air aircraft
would be reassigned to the Frankfurt thght
inspection fleet and would be equipped with a
portable flight inspection system for use as a
backup for the T-29 aircraft now used for
flight inspections.

In March 1968. the FAA Administruior
stated that the Beechcraft Queen Air aircraft
had been reassigned to Frankfurt for use in
flight inspection, proficiency flying, and
demonstrations. (B-164497(1), September 18,
1968)

244, USE OF THE COMPETITIVE-
BID BASIS OF SELLING SILVER TO
SMALL BUSINESS CONCERNS-In a draft

feport, we proposed that the method ot sel-
ling milver by the Department of the Treasun
to small business concerns be changed trom a
noncompetitive-bid te a competitive-bid pasis
so that the Government mught recenve the tull
benetits of price competition

The Treasury advised us that it was n
accord with our general conclusion that the
best awsurance to the Government that the
sihver would be disposed of at i fair prive was
to obtain competitive bids and thut this meth-
od for sales of silver to smull business con-
cerns was adopted May 27, 1969,

We estimated that tuture sales to seall
business concerns could result in additional
revenue to the Government of about
$345.000 for the estimated remainimg quan-
uty of siver available tor sale. (B-163084,
August 4, 1969)

245. MANAGEMENT OF LABORA.
TORY EQUIPMENT —In a report subnutted
to the Congress in July 1968, we expressed
the beliet that there was a need for improse-
ment in the management of laboratory equip-
ment by the National Bureau of Standarnds
(NBS) and the Environmental Scence
Semvices Administration (ESSA). Department
of Commerce, at the Boulder Laboratones

Our review showed that NBS and | SSA
had not established. tor the Boulder Labor-
tones, a systematic program and adequate
procedures to identity and dispose ot un-
needed equipment. Also, we found that the
Boulder Laboratones, to u large extent, had
not taken advantage of the benefits to be
derived through the use ol equipment pouls,
Our review showed also that established pro-
cedures for the control and administration of
rent-free loans of equipment by the Boulder
Laboratonies were not being tollowed by the
pProperty management olfice.

We recommended (a) that a systematwe
program be established tor penodic and con-
trolled inspections of laboratory facilibes te




SLIS4.3I8 had made more extensave use of
cquipment poob, and had reviewed all out-
standing equipment loans (B 13190, July 9,
196X

246. CIRCULARIZATION OF EX-
CESS PROPERTY LISTS TO FEDERAL
AGENCIES - The General Services Admunis-
tration (LAY » responsaible tor promoting
the maximum use of property that s declared
excesws by Federal agenaes by transtermnng
that property to other Federal agencies where
needed.  Federal agencies are required to
report promptly to GSA remonal offices
eaecess property  penerally used by other
Government  apenaies. The regmonal offices
then undertahe extensive eftorts to determine
whether other agencies necd the property.

In March 1969 we repaorted to the Con-
oress that the Federal Avuation Admimstra-
tion (FAA) was pernutted to report its excess
property to GSA's Arca Utihizauon Officer
who s responsuible tor undertaking only
limted efforts to determine whether other
agencies need the property. Our  review
showed that, if GSA had tollowed the
required provedures, it could have transterred
some - ¥ the FAA property 1o the Department
of I i=¢ (DOD) and thereby reduced the
number of DOD’s commercial purchases. We
found that DOD had requirements for about
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247. MANAGEMENT OF GOVERN-
MENT PARKING FACILITIES-In a mport
to the Congress in June 1969, we expressed
the belief that the General Services Admunis-
tration (GSA) vcould increase the utthration
of Government parking facilities and reduce
the need to rent commeraial parking space.
Our review showed that 1a) GSA could in-
crease the utilization of Government parking
facilitics, where there are many parking
spaces, by authorizing more vars to park in
the facilitizs than therc were parking spaces.
(b) GSA’s criteria for the asugnment of park-
ing spaces at Government facilities were not
being followed, with the result that Govern-
menl cars were using commercial spaces while
low-priority employees’ cars were oocupving
Government-owned spaces. (¢) GSA's building
managers generally sought to meet the park-
ing needs of tenant agencies by utibizing the
parking facilities which they managed and
usually did not consider the avalabulity of
parking spaces at nearby Federal buldings,
arnd (d) GSA did not consider whether ccon-
omies would result from centralized procunes
ment of parking spaces where several agencies,
located near each other. were independently
renting commercial spaces for parking thewr
cars.
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wentily . teassign, or dinpuase ol unnecded $200.000 worth of FAA excess property
cympment. (h) that provision tor more exten- After we brought this matter to GSA'S attens
e use ol equipment pooly be established, tion. property costing about S68,000, which
where appropriate. and (o that all outstamding was stll available, was transferred to DOD
loans ot eqpapment be reviewed 1o adentity aclivities, v
ciquipment which was not diredtly benefiting
the Laboratones and was unneeded. unneeded We suggested that GSA take whon 1o,
cquipment be delared excess, and procedures ensure that (a) Federal apencies are reporting
tor the ssatematic penodic tollow-up of loans their excess property to GSA regonal oilices e
ol equipment be imtituted in accordance with Federal Property Mangges -
: ment Regulations and ¢h) GSA adequately cir-
NHS and FSSA expresed peneral sgree- culanze excess property lists to Federal agen- ’
ment with our indings and recomme ndations vies tor their review. GSA agreed wath the sug
and took correctne action an hine with our gestions and stated that the seency had taken
recommendations In this respect, NBS and action to bring about the dedired improve- & >
P SSA had wdentiticd unused or excess equip- ments in GSA's utihzation program prachices. '
ment hasing an acquisition cost of (B-146929, March 21, 1969) "
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° . “In ?csponsc to our proposals, GSA took agement of Government parking facilities, and :
correcuve action and ngsed the Federal Prop- instructed its regional offices to report on =
erty Manzgement Regpulations in accordzhee their plans for improving the utilization of ail >
with our surgestions lor improving the man- parking facilities managed by GSA. -
v (B-155817, June 16, 1969)
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TRANSPORTATION ACTIVITIES

TRAFFIC MANAGEMENT

248. USE OF MILITARY AIR-
CRAFT TO TRANSPORT BAGGAGE
BETWEEN THE UNITED STATES AND
EUROPE -In Jinuary 1962 we reported to
the Congress on the thenanadequate use of
space on mubtary aircraft for transporting
unaccompanied baggage of military personnel.
In response to our review. the Department
of Defense (DOD) indicated that steps had
been or would be taken to ship as much bag-
gage as possible on military aurcraft.

Our follow-up review showed, however,
that dunng calendar year 1966 commercial
camiers were stil being used extensively to
move baggape between the United States and
Europe even though there was a substantial
amount of unused space on military arcraft.
Wo estimated that savings in excess of Sl
milhon annually could be achieved if the
space on military arcraft were used to the
extent practicable for moving baggage.

In response to our recommendations.
DOD oflicials agreed that the military aircraft
were not fully utihzed. They indicated that
baggage or other prionty military material
would be used in the future to achieve better
utilization of military aircraft. (B-133025,
September 26, 1968)

249. USE OF MILITARY AIR-
CRAFT TO TRANSPORT BAGGAGE
BETWEEN THE UNITED STATES AND
POINTS IN THE PACIFIC AND SOUTH-
EAST ASIA-In response to our January
1962 report to the Congress, the Department
of Defense (DOD) stated that action had been
or would be taken to ship as much military
baggage as possible on military aircraft.

Information developed in our follow-up
survey. however, showed that commercial
carriers were still being used extensively to
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transport baggage between the United States
and points in the Pacific and Southeast Asia
even though there was sufficient unused space
on military aircraft to accommodate most of
the baggage. We estimated that more effective
use of this space would result in savings of
about $6 million annually.

To improve aircraft utiization, DOD

made the unused space from Vietnam avail-
able to commercial forwarders for returning

baggage to the United States. The forwanders
reduced their rates to compensate for use of
the military airlift. Qur analysis of the rates,
however, showed that they were high in rela>-
tion to the services provided. and we con
cluded that significantly greater savings could
be achieved if the Department of Defense
managed its own baggage shipments and used
military aircraft directly.

DOD officials agreed that greater utiliza-
tion of military aircraft was possible and that
the forwarders’ rates on baggage transported
on military aircraft may have been high. They
indicated that measurcs would be taken to
impreve aircraft utilization and that they
would continue to negotiate for further
reductions in the forwarders’ rates. They did
not agree that DOD should manage its own
shipments from Vietnam.

In view of the difficulties experienced by
DOD in attaining maximum use of military
aircraft, we intend to evaluate the resvits of
the corrective measures planned by DOD.
(B-133025, May 6. 1969)

250. TRANSPORTATION AND
TRAFFIC MANAGEMENT ACTIVITIES IN
THE FAR EAST AND SCUTHEAST ASIA-
We surveyed transportation and traffic
management activitics in the Far East and
Southeast Asia to evaluate the responsivencss
of the transportation systems to the supply-
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support demands of military forces in South-
east Asia.

We found that the svstems had been
generally responsive and that the difficulties
which caused delays in recenang cargo dunng
the carlier stages of the malitary buildup had.
for the most part. been alicviated. The prod-
lem of backup of vessels waiting to docharge
their cargoes had been sigmuticantly improved.

Several arcas. howewer. were noted .

which appeared to offer opportunities for
substantial savings. These arcas include oppor-
tunities for:

~Reductions in port handing costs by

routing tratfic through the pavt at Sub<
Bay rather than the port 21 Mamila in the
Philippines.

—Reduction of excess ariift betaween
Japan and Korea

—Reduction of transpOrtation costs by
establishing a pnnting niant for the
Stars and Stripes newspaper n Vietnam,

~Better Lulizaton of exsting military
facilities.

These arcas were called to the attention
of appropriate Department of Defense (DOD)
officials in our survey report. and many of the
areas were subsequently reviewed in detail
Separate reports were issued as deemed appro-
priate.

DOD officials agreed in general with our
overall observations. ana measures had been
taken or planned to ¢ffect improvements in
several areas. Other areas are being studied in
greater depth by DOD in an ¢ffost to resolve
additional problems indentified during our
survey. (B-165683, April 30, 1969)

251. COMPARISON OF COSTS OF
THE VARIOUS METHODS OF SHIPPING
HOUSEHOLD GOODS— Our review of over-
seas houschold goods shipments handled by

m

commercial forwarders between the United
States and Germany showed that the Depurt-
ment of Defense (DOD) could save about $3
million annuaily by manaang its own ship-
ments and procunng the required underlying
transportation services Jarectly. The use of
the higher cost forwarder services resulted
primarily from inaccuracws in the pre-
shipment estimates of the cost of the vanous
shipping methods which made 1t appear that
the forwarder method of shipping was the

keast costly. s

We reported our findings to the Congress
and recomended that the Secretary. DOD.
make a comprchensive study ledding to a
complete revision of the DOD’s methods and
policies for management of its oveneas house-
hold goods program and the procurement of
services therefor.

DOD officials agreed in peneral that the
method of making cost compansons was in
need of revision. and they indicated that a
study to develop 2 more accurate means to
accomplish the companson was in proce's
(B-152283, January 5. 1969)

252. SAVINGS BY USING THE
MILITARY 'ORT OF SUBIC BAY (Philip-
pines)—Our review of military cargo 'shippcd
to the Philippines showed that savings of
over $500.000 in port handlhng costs could
be achieved annually by routing all Air Force
cargo through the military port of Subic Bay
rather than through the commercial port of
Manila. We found that the Subic Bay port
was operating at less-than-full capacity and
could accommodate the additional cargo.

The use of Subic Bay would result in
additional savings and other benefits by: (a)
greater use of containers for which lower port
handling costs are applicable. (b) better utili-
zation of vessels controlled by the Military
Sea Transportation Service. (c) 2 reduction in
military personnel at the port of Manila, and
(d) improvement in the international balance-
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" oY-payments position of the United States.

v
@ . In responst to proposals made during

our revicew, the Departmeng of Defense
+(DOD) indicated that initiation of container-
@hip services at Subic®Bay had resulted in the
shift of a significant part of the Manila work
load to Subic Bay and that a continuation of »

@ this ﬁtnd was expected.

Ll

gIn our opinion. this phased reductiort
on continued g¢xpansion of the con-
tainership program at Subic Bay should gradu-
ally feduce the cargo work loud through
Manila to a level that will result in substantial
savings. We believe, however, thal the savings
to be achieved from routing cargo thrgueh
Subic Bay warmants a phesed reduction’in the

use of Manila regardiess of whether plans for ¢

cortinued ex ion of the containerization»
program ®matenalize. For thi# reason, we®
intend t9 monitor DOD's progress in foutigg
cargo through Subic Bay. (B-166017. June 3,
1969 , ?

¥ 7 5

253. USE OF SURFACE talus-
PORTATION TO DISTRIBUTE PRINTED
MATTER-WE found, that air transportation

used extensively to ship routine printed
forms and_publicatiol from Japan to Korea,
Okinawa, afd \"ictnm although less costly
surface transportation was available and could
have met the delivery requirements.

@WNe cstimate that the Department of
Defense (DOD) can save over $650.000 a year
by diverting future shipments of routine
printed matter from commercial air to surface
transportation. In addition. space -valued in
excess of $750.000 -on military aircraft can
be made available for airlifting needed mili-
tary matenial if routine printed matter nor-
mally shipped on these aircraft is also diverted
to surface transportation.

The airlifting of routine printed matenial
apparently resulted from the Army s standard
practice of sending routine forms and publica-
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tions through the mail without designating a
particular mode of transportation or without
restricting the use of costly air transportation.

During the review, we made several
proposals designed to divert routine printed
matter from air transportation to surface
transportation. In response, DOD agreed with
our ‘inding and took corrective me=asures. As
a result, 97 percent of the printed matter
shipped between the above-named points was
moved by surface transportation. (B-165683,
June 30, 1969)

254. CONSOLIDATION OF SMALL
FREIGHT SHIPMENTS-We reviewed the
shipping practices of military and civil agen-
cies and identified savings of millions of
dollars annually that could be achieved if the
Government follows the practice of many
private businesses and consolidates its small
freight shipfents. We found that. by consoli-
dating small freight shipments to obtain the
lower transportation rates applicable on larger
shipments, the Government could save about
$3 milion a year on shipments from just
three consolidation areas to Seattle and San
Franasco. The potential savings and benefits
Government-wide would be significantly
greater.

Both the Department of Defense (DOD)
and the General Services Administration b vy
expressed a willingness to accept and imple-
ment proposals made during our review. In a
recent consclidation test responsive to our
work. DOD reported that it was ablc .o co
solidate 2.5 million pounds of fre ght from :
single consolidation point (Philadelphia, to a |
singie destination area (Oakland. California)
during a 6-month period and thereby save
approximately $92,000. This n presents 4 sav-
ings of about $3.50 a hundredweight.

DOD considered the test highly success-
ful, and it is in the process of establishing
Philadelphia as a2 permanent contract consoli-
dation facility. Studies will now be made by




DOD to implement the concept between addi-
tional shipping points. (3-117196, June 30,
1969)

255. USE OF TRANSPORTATION
RESOURCES IN EUROPE-We released a
classified report to the Congress on our review
of the organizational structure for traffic
management in Europe on December 31,
1968.

Our review covered the organization and
function of all military transportation and
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traffic management activitics in central
Europe and revealed a need for more central
control and coordination by the Department
of Defense (DOD) in the use of transportation
Tesources.

As a result of our report, DCD took
action and was planning other action to tm-
prove traffic management and controls over
transportation resources. These improvements
should significantly influence the effective-
ness and operational efficiency of DODs
transportation within Europe. (B-165007.
December 31, 1968)




MISCELLANEOUS MATTERS

USER CHARGES

256. RATES CHARGED FOR
FLIGHT INSPECTION SERVICES-We
found that reimbursement rates established
by the Federal Aviation Administration
(FAA) for flight inspection services furnished
to forcien countries in the Europe, Africa,
Middie East Region were not sufficient to
fully recover FAA's costs of providing such
services. This practice by FAA is contrary to
the provisions of title V of the Independent
Office Appropriation Act 1952 (31 US.C.
483a) and the Bureau of the Budget's policy
expressed in its Circular No. A-25 which re-
quires that the cost computations cover the
direct and indirect costs o the Government
of carrying out the activity.

Although FAA adopted a policy of re-
quiring the full recovery of all costs incurred
in providing services to others, our review
showed that charpes assessed against foreign
govemnments for flight inspection services
were still not sufficient to recover costs. Some
of the costs incurred in the operation of the
flight inspection groups but excluded from
the cost base were: (a) salaries of the group
chief and administrative employees, (b) group
overhead costs, and (¢) salaries of some
European headquarters flight inspection em-
ployees. During fiscal years 1965, 1966, and
1967. identifiable revenue losses. resulting
from the exclusion of these costs from the
cost base, totaled about $375.000. We esti-
mated also. on the basis of reimbursement
rates for fiscal year 1968, that costs would
exceed revenues by about $25,000.

Also excluded from FAA's cost base for
determination of reimbursement rates were
indirect costs, such as depreciation of struc-
tures, equipment, and aircraft: interest on the
Government’s investment in those facilities;
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and an appropriate share of management and
SUPETVISOry costs.

We recommended that the FAA Admin-
istrator direct that reimbursement rates for
flight inspection services fumished to foreign
countries be increased so that ful! costs there-
of would be recovered as required by lLaw,
Circular No. A-25, and FAA's stated policy. A
similar recommendation had been inchided in
a report on rates chareed for flight inspecticn
services (B-133127, March 26, J964) we is-™
sued to the Congress. Subsequent to our 1964,
report. FAA had increased the ceimbursement
rates for such services: however. the incrzases
were still nat sufficient to fully recover the
costs of previding the services.

In a letter dated March 25, 1968, the
FAA Administrator expressed agreement with
our proposal. stating that the agency had initi-
ated 2 review to establish reimbursement rates
for flight inspection services furmnished to for-
cign countnes in accordance with statutes,
Bureau of the Budget circulars. and FAA pol-
icies.

In June 1969 we were advised by FAA
officials that the review had not yet been
completed and that a decision reganding the
inclusion of indirect costs into the flight in-
spection rates structure had not yet been
reached. (B-164497(1). September 18, 1968)

MISCELLANEOUS MATTERS-
GENERAL

257. MOVEMENT OF AMERICAN
FORCES FROM FRANCE (OPERATION
FRELOC)-In response to strong congres-
sional interest concerning the movement of
American Forces from France (Operation
FRELOC). we undertook a broad survey cov-
ering military supply matters. disposition of
surplus material, disposition of real property

L




@ .and related personal property. and comstruc- munications fo support American Forces.

tion requirments arising from the movement {B-161507. August 7. 1968)
ofsu')b.sandpeﬁo 1 by the Army 3nd
the Air Force. Our report on the sarvey was 258. LIABILITY OF THIRD PAR-
issued to the Congress in August 1508, TIES FOR COSTS OF MEDICAL CARE OF
"y - INJURED PERSONNEL-The Federal Medi-
We found that, despite the magmitude of cal Care Recovery Act provides for recovery
the move from France and the refatzvely short Jrom third partics. under certain circum-
iog of tilne available (March 15966 10 Apnil stances. of costs incurred by the military
7)., the Amrmy and the Air Force were departments for medical care of military
able to relocate their personnel. suppbes, and » personnel and their dependents injured by the
* eguipment¥on time and in a generally effec third parties. Implementing regulations of the
tivegnanner. As could be expdcted m an oper- military departments provide that appropnate
ation of this nature, however. many giff- legal officers be promptly notificd when in-
culties arose. some of which were directly junes. sustained in ciurcumstances involving
related tq problems existing poor te the potential bability of third parties. are cared
move. . for at 2 muhtary medical facility or at a cm!—
. ian medicai facibity and paid for by the mili-
The most significant probiems noted by Jary department.

us were asYollows: . . We found that these regulations had not
- o ° > ° * been prop=rly implemented. The implement-

—Control was lost over large quantmies of :
supplies Yand equpment, wciudeg
— weapons, ammunitn, and m ol -

o ing procedures gsub!.i.shod at the medical
facility level were not uniform among. or

ok within. the military departments. At some
At toal g facilities no procedures had been established
- for reporting information on outpatient visits
—Supgplies were shipped mbatoru-rm ¢ by mmbtary members and their dependents
nadequate storage facslihes whde aad- and on care furnished to military members by
able facilities were not used avilian medical facilities.
LI . ) In a report issued to the Secretary of
—Qmmﬁs for consuiytion ot adé Defense in December 1968, we recommended
tional amm@rhion storage facddes ; . x
SOt that the operating procedures of the military
departments at the medical facility level be
~Soms of the fixiuses 3nd personell orop- revised. where necessary. 1o require that all
erty from former French Sases pertinent data be promptly furmnished to
were used ineffectrvely. appropniate keal officers with respect to all
injunics or other circumstances where third-
—Some usable personal Property was not party habdity may be involved and where
removed from French bases. medical care is fumished to military personnel
or ther dependents. On January 31. 1969.
Some of these problems were compli- the Departnent of Defense outlined to us
cated by the fact that the Secretary of De- certain procedural chaneges initiated by the
fense did not approve new locatioms untl military departments, which are generally in
relatively late dates Officials of the Depart- consonance with our recommendation
ment of Defeise stated that the Jelays were (B-133142. December 2. 1968)
caused by problems associated with goid flow,
relations with foreign governmenis. and the 259. DISTRIBUTION OF PETRO-
nced to formulate acceptable Emes of com- LEUM PRODUCTS IN THAILAND-AL the

s




request of Senator William Proxmire, we
made an investigation of the operations of the
Navy Fuel Supply Office in Bangkok, Thai-
land. The request was based upon information
fumished to the Senator that theft of petro-
leum. oil, and lubricants in Thailand was
widespread and that this was due to weak-
nesses in the systems for distributing the
petroleum products and for processing the
documents which initiated payment for the
products and for related services.

In our report. issued to the Senator in
January 1969. we expressed the opinioa that
the control systems for distribution and the
procedures for processing of Government
documents for payment were deficient and
did not adequately protect the interests of the
Government. The principal weakness was that
the Sub-Area Petroleum Office i Thailand
and the Inspector of Petrolevm = Bangkok
signed documents which acknowluiged deliv-
erics of petroleum products by contractors
without having obtaired independent and
documented verification from the receiving
bases that the dcliveries had, in fact, been
made to them.

Theft of petrocleum products was appar-
ently perpetrated p~marily by collusion and
forgery. Therefore even a more sophisticated
system of control may not have detected such
irregulanties.

We proposed to the Commander, U. S.
Military Assistance Command, Thailand, that:

~All procedures currently n  effect
in Thailand for controlling receipt of.
and payment for, bulk aviation fuel also
be extended to bulk ground fuel.

—A system be established at a reasonably

high level of responsibility for moni-
toring the full implementation of all
prescrided procedures for both aviation
ard ground fuels at all levels of respon-
sibality.

The Command fumished us with data show-

ing that action had been taken in line with
these proposals.

We proposed also. and the Department
of Defense agreed with our proposal, that the
distribution and management of petroleum
products in Thailand be included in fuiure
audits of activities in Thailand. (B-163928,
January 9. 1969)

260. SECURITY CONTROLS AT
AIR ROUTE TRAFFIC CONTROL CENT-
ERS—Certain of the radarscopes located in
the air route traffic control centers (centers)
and used by the Federal Aviation Administra-
tion (FAA) to control air traffic display infor-
mation which is used also by the Aerospace
Defense Command (ADC), U.S. Air Force.

. and other military clements. Because of the

joint-use aspect of these radarscopes, classi-
fied information about the national air de-
fense system is obtainable by correlating data
displayed over the radarscopes and other data
pertaining to equipment settings and the air-
craft. Radarscope displays of this nature are
classified by ADC as secret, and FAA there-
fore is required to maintain appropriate secur-
ity controls over such displays.

In May 1969, we reported to the Sccre-
tary of Transportation that although un-
cleared persons were generzlly demied access
to classified information displayed over these
radarscopes at most centers, violations still oc-
curred at some locations. We found that
guards without clearance, janitors, and, in
some instances, the general public had been
permitted access to classified information dis-
played on joint-use radarscopes.

In our opinion these conditions occurred
because (a) field personnel had not complied
with security instructions which permit only
guards with clearance to patrol areas where
classified information s stored or displayed
over joint-use radarscopes, (b} FAA had not
established adequate procedures to ensure
that janitors would be prevented from gaining
access to classified information while working
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in areas where classified informabon was
either stored or displayed over joint-use radar-
scopes. and (c) FAA's Office of Comphiance
and Security had not made sufficient reviews
of security practices at the centers for the
purpose of ascertaining whether secunty in-
structions were being complied with.

We proposed that the FAA Administra-
tor direct that action be taken to improve the
security practices at the centers. We also sug-
gested that such actions include (a) penodic
reviews of FAA headquarters security prac-
tices at the centers, including evaluatons as to
the adequacy of inspections made by regional
office security personnel. and (b) cbtaming
security clearances for all center persoancl. in-
cluding janitors, who have access to restricted
areas. We proposed further that, where it is
not practicable to obtamn security chearances.

. action be taken to ensure that all such persons

are kept under continuous observation and
that the classified data s covered or otherwise
protected from observauon.

The Commander. ADC, agreed with our
proposals that {(a) contractor guards and jani-
tors whose dutics require unescorted entry in-
to arcas contzining classified data should have
“secret” securnity clearances and (b) contrac-
tor guards be required to patrol restricted
areas at the centers when those areas are not
occupied by security<cleared FAA operating
personnel or otherwise protected by adequars
SECUrity measures.

The Assistant Secretary for Administra-
tion. Department of Transportation, agreed
with our findings and cited certain specific
corrective actions. consistent with our propo-
sals, that had been taken or were planned to
improve secunty practices at the centers.

We btelieve that the corrective actions
taken and planned by the Department should.
if properly implemented. strengthen the
s=curity controls and practices at the centers.
(B-15707=. May 23, 1969)
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FINANCIAL SAVINGS ATTRIBUTABLE TO THE
> WORK OF THE GENERAL ACCOUNTING OFFICE

* ’

The measurable savings stributable to the work of the General Accounting Office
+dpring fiscal year 1969 are summarized in the following schedule and, except for collec-
®ons, are described more fully in the accompanying listing.

There arc also savings resulting from our work which are not fuliy or readily measur-
able in financial terms. A number of exampies of savings of this nature have also been
@ desclibed.

L
Alo described are several examples of where our exazmination of agency and con-

w operations resulted in savings and Benefits to others (ie., realized or potential
1ts other than thgse directly to the Government).

L A number of the savings included in this section have also been discussed in more
detail’in the related sections on fndings and recommendations.
= - Collectiogs and Other Measurable Savings
qo%o qitted)
.. . " - Other
» L) , h-nﬂn
» +  Coilecnons Savings Toul
‘ > . ¢ »
DEPARTMENTS ?
L F
Arr, % <) * s 18083 $ 19016
Ny » 9 36,057 36,396
. ArFord, * 166 2,454 2620
" Delrue ! ' 265 29824 40,200
Agrauiture = LY g a82 470
Co—rerce ¥ 1 193 194
Heaith, £ducation, and Welfare : EB; ‘.I,;“;g 4%:(7!
Housng Ustan Devel i -
trgerwOr e ‘onm 8 10545 10.55?
m. i - 1
Lator ‘ ES e 789 788
. Post Office” » 7 142 149
Szaze {including 23D, Peace Corps, and USIA) 3 20013 20,044
Trarsportation 188 29,270 29,458
Telamury 2 105 107
AGENCIES
. -
Ao Energy Commission - 23 233
Condl Service Co—mmssion 244 296 740
Gerwral Services Administraton B 950 950
Natonal Aeronautcs and Space Administration - 2284 2.284
Nanonal Science Foundation - 123 ' 123
Otfce of Econom« Opportumty 164 - 164
Radroad Retirement Board 1 - ‘;
Sedectve Sennce System - 13
Vieaerans AdminesIration 3 B24 827
Fagulatory agenc=s - 342 342
Total for departments and amencies 3374 167215 170,589
Trarsportation asdnt 14167 - 14,167
General claims work 2819 - 2819
Total $20.360 S167.215 $187.575
_— . ———— —_—

Sinciudcs $1.606,0LJ resulting from reviews of Defense international actvites.
178
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DETAILS OF OTHER MEASURABLE SAVINGS

Details of other measurable financial savings including additional revenues attributable to the
work of the General Accounting Office during the fiscal year 1969 totaling $167.215.000 are listed
below. Approximately $S65 million of the savings or additional revenues are recurring in nature and
will continue in future years. The items listed consist largely of realized or potential savings in
Government operations attributable to action taken or planned on findings developed in our exami-
nation of ageacy and contractor operations. In most instances, the potential benefits arz based or
estimates and for some items the actuzl amounts to be realized are contingent upon futu.e actious

Or cvenls.

ACTION TAKEN OR PLANNED

Supply Management:

Savings resulting from reducing the
number and swze of Coast Guard
buoy tenders commensurate
wth expected levels of opera-
tions~ Transportation (estimat-
ed annual savings, $2.120,000;
nonrecurrang, $26 500,000} . . .

Savings due to 3 reduction in
stock levels at Navy supply
depots w1 the Far East as 2 res
suft of elrminating duplicate
and invard demand data used
in determining stock needs—
Navy (norwecurring) ... ... ..

Awosdance of procurement as a re-
sult of revsed Department of
Defense policy under which
there = more extensive recap-
ping of awcraft tires—Army,
Navy, Aw Force {estimated an-
nualsavings) . ............ »

Sawvings due 10 a reduction in
nventores resulting from a re
duction « the time allowance
for obtamnng s*ack for use in
Vietnzam. Time experienced
obtaming stock had been sub-
stantally less than that used in
and enatled corresponding re-
ductions =1 procurement funds

: '-"‘-;.--a' 2 . AL =l
AT N DRI 4 Loe TR R D U A et i b han s

Estimated
Savings

Savings due 1o cancellation of req-
uisitions for supplhes which
were excess 1o Marine Corps
needs in the Far East—Navy
(nonrecurring) . ... ...

Savings resulting from reduction
in inventories due 10 revision
of procedures in eliminating
duplication berween Navy in-
ventories and GSA inventores
held for Navy use and from re
duced nvestment, manage
ment, and warehousing costs—
Navy (estimated annual sav
ings, $473.000: nonrecurring,
SE500000) -~ uvesues sriae

Savings resulting from funds relic
quished from an amount that
was earmarked for the procure
ment of ferulizer and insectr
cides, which had been over pro-
grammed, and was excess to re-
quirements of an aid-receiving
country—Agency for Interna-
tional Development [(=onrecur-
L T BB RIC R P S

Price reductions under existing
contracts or proposed admend-
ments resulting from reviows of
prices negotiated -Army, Navy,
and Air Force (nonrecurringl .

Savings resufting from reduction

by the Army in Europe of its

depot-level inventory for sub-

$ 28.620.000

12,705,000

10,000,000

$ 9,400,000

6.973,000

3,200,000

2,059,000
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ACTION TAKEN OR PLANNED

tinued:
sistence to support Air Force
requiements—Army (nonrecur-

Savings resur.ing from use of jess
costly rations by the Arnwy in
Europe and overstocked “'C”
rations made available 10 meet
requirements in Southeast

. Asia~Army (estimated annual
savings, $1,400.000. nonrecur-
ring, $500000) ............

Cancellation cf plans to procure
material for the Far Sast in ex-
cess of needs—Army, Navy,
and Air Force (nonrecurring)

Procurement cf packaged petro-
leum products will be avoxded
through the use of stock previ
ously held as prepositioned war
rcurvet—-Defen se (nonrecur-

Savings by reclaiming needed
seronauticai spare parts and
components from excess modi-
fication Kiis—Navy and Al
Force (nonracurring) ........

iNew proceduces adopted to en-
sure full recoverv of messing
and merchandising losses previ-
ously absorbed by the Govern-
ment in connaction with con-
wact for logistical support at
Kwajalein Missile Test Site—
Army (nonracurting) ........

Savings by reclaimii engine parts
end componen’s {ro'n excess
sircraft engines and '1sing them
to satisfy stock requirements--
Navy (nonrecurring) ...... ~

Cavcellation of plans © pmr-haa
radio eoupment from an ltal-
#n conftractor and procuring
the 2guipment from US
sources at lower prices—
Defense (nonrecurring) . ......

Savings resulting from the
deobligation of funds which
were provided for the procure-
ment of petroleum, oil. and

T S PSS

Saving

$ 2,027.000

1,900,000

1,755,000

1.100.000

1,04300

$79.000

lubri~ants for the police
deparment of a foreign
countr-* that no longer needed
assistane from the United
States—Agency  for  Inter-
national Development (non-

Cuncailation of plans ™ purchasa
equipment for armored person-
nel cariers from an ltalian
contractor, which will be
acquired from U.S. sources at
lower rices-Defense  (non-

Savings by canceling purchase
request for material identified
3 beina unnecessary in the
iNavy's program for repair of
clectronic items—Navy (non-

Lavings resulting from the in-
weased use by agencies and
contr«ctors of General Services
Admnistration formally adver-
tised contracts for rental cars
{e<timated annual savings) ... .

Savings realized through use of
requirements contracts for
repetitve small purchases and
greater use of the General Serv-
ices Agministration as a supply
source—Defense (estimated
one alsavings) ............

Price reduction resulting from
review Of administ ion of the
orice-escalation clause in acon-
tract for ammunition items—
Army (norrecurTing) .. ......
in coat of acquiring a computer
for the Grand Ju~ction Office
=Atcmic Energy Commission
(nonrecurring) ... coceene

Savings through procurement ol
more cconomical c(Lutsiners
tor the shpmem and short-
term sworege of external fuel
tenws for -4 arcraft—Air
Forow { woreasTing) . .......

Cancrdiatior: of pians w0 procure

350,000

252,000

216.000

147,000
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ACTION TAKEN C PLANNED

@ . Supply Menagemenr—Continued:
industrial plant qipmmi for
19 in contractor’s plant—Air
orce (norwecarring) .. ......
Cost reduction effected by requir-
ﬂ engine contractors 1 pr>
par2 their engine mair tenance
instructiom in reproduciole
rather ‘hsn final form and thus
@eliminate the need for aircrai:
contractors to process such
data—Qrmy (estimated annual
& WVMINGE ...cccvnncannne »>-
crofilm procurement practices
revised td obtain maximum dis-
counts through ordering suffi
cium_qum‘nhs and lengths
& compatible with needs—Treas

ury lesumated annual savings)
Procurement of industrial

’ qubgnm canceled dis
- closure that similagaquipment
‘ * was in stordhe—Army (nonre.
- Mi-"’ esefanssssesssnnse
] Savings by cancelii.q orders with
aircraft contracpe and procur-
ing egrospack ground equip-
[S ment at lower cost from equip-
ment rr.lui‘-:wm

Canrceliation of work requests to
prevent rpprufxwre of un-
neefed, aerorauval paty—

products and certain other per-

v ishable subsistence items
through combined p-ocure
ment with other instullations
=Veterans Administration
{estimatod annual savings) . ...
Sevings resulting from changing
pricing practice for wvendor
repair of Government equip-
ment to provide industrial pric-
ing of all items over
$5.000-Navy (estimated an-
nual savings) ...... aininls s

Saving

Pzyment: to Government Employr=s
and Othes Individuals:
» Termination of unsuthorized fam-
$ ¢ 101,200 ity saparaticn allowance pay-
ments being made 10 military
personnel—-Defense (estimated =
annual savings) ............ $ 9,700,000
» Savings resuiting from using civi!
service employees for work
. previously performed by con-
» tractor-furnished employees—
National Aeronautics and
100,000 Space Administration (esti-
mated annua: savings) ....... 2,100,000
> Floducmn of lab s costs in the
contracts of two federally
L financed military housing pro-
> » jects because of ad usted wage
92.000" rate determination—Labor (non-
3 PRCUTRIOE) s v inie venaEe 779,000
» Termination of variable reenlist-
® v ment bonus payments to Navy
* and Air Force enlisted person-
ss000 # nel who reenlifted to serve in
positions not requiring the use
' of their critical skills—Defense
(] (nonrecurring) . ..oovvnennn. 764,000
= 5 Savings in por diem payments
v resufting in rehabilitation of
75.009 y Governmnt quarters and mess-
ing facilities for prospective
crew members assignad to ships
under construc tion—Navy (esti-
68,200 mated annual savings) ... .... 700,000
Savings in night differential com-
pensation resulting from ad-
justments to the working hours
of certain city delivery carriers
serving residential areas—Post
Office Depwtment (estimated
snnual savings) . ........... 128,000 A
29,000 Correction of the method of com-
puting the pay of schou: each-
oz of the Overssas Depend- o’
ents’ School—Armv (estimatad .
srual savings) .. .......... 72.000
Reduction in or elimnation of =
preferential allowanrces paid
15.000 some individuals employed by




ACTION TAKEN OR PLANNED Savings
Payments to Government Employess Discontinuance of use chamge
and Other Individuals—Continued: being made against Federal

Atomic Enermy Commission

arants and contracts financing

contractors (mfrﬂu.lﬂ'l@ ek 40,000 the operations of a university-
Savings resulting Trom revision of owned research vcssel after the
procedures relating to mmrk vessel's acquisition cost had
hour and compensation of been fully recovered—National
couriers and escorts ergaged in Science Foundation (estimated
shipment ccmcr':ﬂv-mfm En- annusl ovings) ... ... 11,000
ergy ission (nonrecur-
e 25,000
Savings resulting from the use by Interest Costz:
Customs employees of a rough- Recuction in interest costs result-
duty type uniform instead of a g from revised letter-ofcredit
fU'{‘d'OSS Uﬂ"Oﬂ"‘TT'OﬂJN procedures for withdrawing
(estimated annual savings) . . . . 12,000 Government funds under
hee'th research grants—Heclth,
-d G Education, end Weilare [esti-
Loan, Contributions, rants: matad annual savings) ....... 95,000
R-‘i::tion in‘ Gowm st.;: Savings in interest costs resulting
costs incu u from procedural impn  wnent
G"'P"tbﬂ grant progrom re- enabling earlier depusit of
I.lltm fiom w in admir:i- pos‘.l mmt’-—l‘oﬂ C)“;c.
strative practices and regula- Department (estimated annual
cas tions—-Housing and Urban SIVINGS) - 11.000
Development (estimated an-
nual savings, $454,000; nonre-
curring $168000) ......... 602,000
Increase in interest rates charged mumm .
on storage equipment and faci- Cancellation of leased circuits in
lity loans-Agriculture (esti- Eurg & and transter of circuitry
mated annual savings) .. ... .. 400,000 from lause %0 Government own-
Cancellation of the undisbursed ed—Cefente (estimated snnusl
portion of a loan because the vl 3-453”:.'@: i
btorrower failed to construct mg.$374 """""" 627.000
approved facilities—Commerce Savings cA '",' Py e
(nonrecurring). . . ...onunnn. 185,000 of '."tmm deta | G
Reduction in th smount of Fed- equipment by limitng the
eral financial participation in m:lw of intercompany
employee fringe benefits and NG COME 55 OOrmN i
other program costs incurm.d he cows—Nevy (nonrecurring) 783,000
by 8 city school district— Savings by including the cust of
Health, Education, and Welfare spece rentsl in the toml
tnonrecurring) ... ... ... 124,000 amount required 10 be repeid
Reduction in grant for hospital to the US. Treasury from
construction resulting from power revenues of the Sonne-
adjustment of com allocaton ville Power Administration—
between Federal and nc.-Fed- Interior (mstimessd cwusl s
“Mmemm’ w’ ..... Ry R e Ay m
#nd Welfare inonrecurring) ... 74,000 Savings resulling from exerr ising 2
182

— -~ %
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ACTION TAKEN OR PLANNED

Leasing and Rental Costs-Continued:

purchase agreement entered
into by the Air Force for a
building in Colorado Springs,
Colo.—Air Force (nonrecur-

ringl. . ... ... Cioyo e
Savings resulting from purchasing
rathes than continuing to lease
printing and reproduction
equipment by Rock Island
Assenal—Army (nonvecurring) .
Reduction in !aboratory space
rental cost resulting from rene-
gotiation of lease agreement-—
Commerce (nonrecurring) . . ..

Rental income:

increased rental rates and utility
charges for Government owned
quarters—Health, E-ucation,
and Welfare (estimated wnu..
increased rental rates chirged pri-
- vate teizphone companies for
pole attachments—Transoorts-

tion (estimated annu®. savingy
Additional rental income for use
of Gowmment-owned indus-
trial equipment in the posses-
sion of a contractor—Air Force
(estimated annual savings) . . . .

Construction, Rapasir, and
improvement Costs:

Cancellation of plans to construct
ammunition storage facilities in
Europe—Army (nonrecurring) .

Savings resuliting from negotiating
reductidn in price proposed for
modificaticn 1o contract for
construction in the Philip-
pines—Navv (nonmn curring) . . .

Savings throuh improved specifi-
caiions tor construction of
transmission towers—Interior
{estimated annual savings) .. . .

Savings through the conversion of

$ 527,000

1,300,000

1,000,000

Sevings

boiler plants to enabie the use
of more economical fuels—
Veterans Administration (esti-
mated annual savings) .......
Reduction in Federal participation
in the cost of a frontage road
because of revised design stan-
dards-Transportation  {Mon-

8,000
Manpower Utilization:

Labor etficiency i creased in the

repair program ior inoperable

8,000 and overage aeronautical com-
ponents at Naval Air Rework
Facitity, Norfolk, Va.~Navy
{nonwecurring) . ... ...u... ..
Savings resulting from consolida-
tion of the activities of the
Federal Aviation Administra
tion's Beirut and Frankfurt
groups that are res-onsible vor
inspecting and testing naviga-
wonal systens—1 ransportation
(estwnated annual savii.J) . . . .
Raduction in the use of military
personnel at nonappropriated-
fund activities at military
bases-Army and Air Force
(estimated annual savings) . . . .

92.000

12,000

6.000

Utilization of U.S.-owred Foreign
Currencies:

Savings resulting from the utiliza
tion of U.S-owned excess
Ceylon rupees in lieu of dollars
to finance the People to People
Health Founcation, inc —
Agency for International
Develupment (nonrecurring) . .

S& s resulting from the uriliza-
tion of U.S.-owred excess for-
eign Jurrerwies in lieu of dol-
lers 10 pay sactios and other
benetits to non-American
emplayees in certain foreign
countries—State (estimated
snnual savings) .. ..........

911,000

$ ©57.000

1,230,000 »

215,000

9,000

72,000



ACTION TAKEN OR PLANNED
2 . LR

Trensportation: v
3 Sddings resulting from the elimi-
nation of pazyments of port
«charges tor shipments tu aid-
Pceiving countries—Agenly for
International Development
(estimated anm.al savings) . ...
w i cost of transporting
taggage between the United
Starss and points in the Pacific
» throlgh direct Government
® management of shipmdhts,
~ more effective use of military
trans-Pacific airlift. 2 «d reduc-
tions in commercial transporta-
> von *rates—Defense (estimated
annual savings! . ... ........
Savings from consolidation ot
2 Government small freight ship-
menf to obtain lower trans
pertation rgtes offered by aer-
riers ca larger shipments—
IS Defense und General Services
-~ Administration (estimated ar.-
¢ Cnualsawirmgsl AL ... ... ..
Reduclon n cost cf moving
household .ocds of military
personnel berwew the United
States ary Eurgpe by more
accurate comparison of %hip-
pigg mode costs—Defensa (esti-
mased brrual savings! .. .

Savings in commePcial
tion cosls resulting ; use of
v availgble space on military air-
craft to transport baggage or
priorityg military cargo between
the United States and Evrope—
Defense (estimated annual =av-
ings. $1.282 000; nonrecurring,
$412000) . ..............
Cancellation 5t plans to build a
new coks stc.age warshouse in
Vietnam to store perisheble sub-

5938.000p *
-

2,500,000

1,684,060

by divertng shipments from
commercial air carriers to less
costly surface transportation—
Defense (estimated annual sav-
08 <R s
Reduction in operation costs of
LOGAIR (airfift service nder
cor'ract to Air Forcel b * sub-
stwuting a stop at Whiteman

» Air Force Base, Mo., on an as-
needed basis for a daily st~p on

8 regularly scheduled basis—

Air Frece (estinated annual

SN s s Vi s A ekeeas

Savings in administrative costs re-
sulting from revised procedures

for payment and audit of small

v transportation clims—Army
(estimated annual savings) . . ..

- Savings resulting from the use
of LOGAIR aircraft for ship-
A ping parcel post type items-—
Air Force (estimated annual

% 000&0 AN . o oo dd R STR AR

Savings by distributing ammuni-
B tion shipmots in sufficient

v quantities ¢ meet the guaran-
- tead minimum weight for each
vehicle—Army (estimated an-
mnalsavingd . .............

Savings in air transportation costs
resulting from the substitut’on

of less costly truck transporta-

tion for LOGAIR service—Air

Force (estirJted ennual sov-

Reduction in tranportation costs
by comparing the potential
charges of the available air car-
riers—National Aeronautics and
Space Administration (esti-
mated annual savings) ... .. ..

Savings by the elimination of serv-
ice of two passenger boats
operating between Bolling Air
Force Rase and the Pentagun—
Air Force (estimated annual s -
- S e e

$ 650,000

202,00C

170,000

57,000

51,000

32,000

31,000

-



Estimated

ACTION TAKEN OR PLANNED Sevin

Other Jtarms:

Resllocation of nonrsimbursable
fiood control bene.its in con-
necton with the San Luis Unit
Central Valley Project—Interior
inonrecurring) . ... ........

Estirnated savings Sue to cancel-
lation of plans 10 acquire iand
st Bureau of Sport Fisheries
and Wildlife Migratory Water-
fow! Refuges—interior (nonre-

$ 5,000,000

3.624,000

principally overhead allocable
to certification and nthar reim-
bursable services performed by
the Food and Drug Administra-
tion—rezulting in transfer of
wrplus funds from the Ad-
ministration’s Revciving Fund
© lapsed appropriation ac-

1.934,000
Additional annual revenue result-

ing from increases in fees

ot charged by the Food and Drug
Administration for certifica-

tion of antiiotics—Health,
Education, and Welfare (esti

mated annual savings) ... . ...
Elimination of annual appropri-

stion for 1965 for Medical
Educstion for National De-

1,100,000

7C. .000

567,000

tractor’s investing program
funds not immediately re-
quired 10 meet current cbliga-
tioms—Civil Service Commis-
sion (estimated annual savings) 400.000

1.e

Lot B e fd WL it >

Savings resulting from the Federal
Communications Commission
arrangement for sharing use of
its computer and thereby Obvi-
ate the need for lease of a com-
puter by another agency (non-
ecurming) .......c0u0. RN

Savings thicugh change in the
method of financing the opera-
tions of the Office of the
Govemnment Comptroller of
the Virgin Isiands from Federal
appropriations to revenues
which otherwise would be
transferable to the insular
government—Interior (esti-
mated annual savings) . . .....

Reductions of management fees
paid to contractors for opera-
tion of three national researcy
centers—National Science
Foundation (estimated annual

342,900

250,000

nnnw! cesissassiiasanens
Savings in utility costs in West
Germanv as & result of obtain
ing cert n tax exemrptions—Air
Foros (estimated annual Sav-
ings, $85.000 nonrecurting,
95,000
Savings resulting from particips-
tion cf more hospital depart-
ments in the program 1O re-
cover silver from X.ay and
photographic processes—
Veterans Administration (esti-
mated annual sav.gs) . ... ...
Reduction ©f corporate general
ana administrative charges t0
ceqtain cost-type contracts—
National Aeronautics and
Space Administration (nonre-

8GC,000

mum fee as @ result of using
the most currant cost data
rmilable before the start of
negotiations—National Aero-
nautics and Space Administra-
tion (nonrecurting) . ........
tion in the use of office copy

73,000
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ACTION TAKEN OR PLANNED Savings
Other Items—Continued: members—\Veterans Administra-
machines by constituent agen- tion (estmated annual savings,
cies of the Department of Agri- $7.000; nonrecurring, $19,000) § 26.00G
culture (estimated annual .av-
RN e m N e = g e K $  62.000 Savings as a result of a bulk-hid
Savings resulting from the reduc- contract for roof repairs or
tion in charges 2llowed under a houses acquired through fore-
segment of the Federal Em- closure by the Veterans Ad-
ployees’ Group Life Inzurance ministration (estimated annual
program—Civil Service Com- savings). .......... TR 20,000
mission (estimated annual sav- _ Saving through revision of adminis-
ings)...... Sl Pl an 57.000 trative leave policies lative
Additional interest incoma result- ‘ to State hoiidays—uelective
ing from revised merhod of Service _ystem (estimated an-
computing interest on contin- MEENGS) oo es e . 3,000
gency reserve funds heid by an Annuasl reimbursement from ron-
insurer under the Federal Em- appropriated-fund activities
ployees’ Group Life Insurance increased for utility services
pragiam—Civil Service Com- provided by military vases—
mission (estimated snnual sav- Army and Air Force (estimated
(5 I e 39.000 annual savings) ............ 12,000
Savings through charging the serv-
icemen’s group life insurance Miscellanecus iter s (estimated an-
program with direct admini- nualsavings) .............. 13,000
ctrative cxpenses, the cost T
which will be borne by cov sed Total ather measurable savings 5$167,215.000
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: ADDITI INAL FINANCIAL SAVINGS NOT FULLY OR
& 8 READILY MEASURABLE

Magy significant ° financ® . benefits,
either one-time savings or recurring sgvings,
that are attributable to the work of the
General Accounting Office are not fully or
readily measurable in financial terms. These
benefits result from actions that are taken or
that arg to bé taken by the departments and
agencies to eliminate unnecessary expenditures
or otherwise correct deficiencies brought to

*light in our abdit reports. A few examples of
these gctions identified during the fiscal year
1969 are described below. »

s

CHANGES IN AGENCY POLICIES,

FROCEDURES, AND PRACTICES .

Redistribution gf Excem Supplies from

Vietham to Activities rﬁ m ° ¢

for the Suppiies
‘ L)

We found significant quantities of evcess
supplies in Visma.rn Jesulyng from (1) inadequacies in
manages ient . (M eTors in cdata pgocessing
pt agrams, (3) unforeseeable fluctuations in consymp-
tion rates, and (4) receipt of unusable items.

In our opinion, pfompt idgntification and
redistribution of egcesses were requir.d not only
because the Bspou in Viatnam limited storage
space but also because otge military activities could
probably have utilized substafttial quantities of this
material in lieu of placing adc'itional requirements on

the supply systém.

We discusld the matter of excesses with
Department of Defense officials in November 1967
and suggested that t*ere was a need to identify and
redistribute these excesses to the maximum extent
possible to fulfill alt—.nate requirements. As a result,
the Secretary of Defense designated the Department
of the Army, as executive agent for the Department
of Defense, to ensure that excess materials of ail
services in the Pacific ame would be promptiy
identified and made ava. .b'% for redistribution. The
Commander in Chief, Pacific, was given the task of
- establishing a specisl asgency to superviss the
redistribution of such material.

67

in May 1968 the Pacific Utilization and
Redistribution Agency (PUURA) was established to
screen excesses within the Pacific Command and to
arrange for redistribution to ensure full utilization of
known excesses. During the period May 1968 12 April
1969, about $98.6 million worth of excess matarials
were redistributed by PURA to fill alternate
requirements. Uperating custs of PURA for the same
period amounted to about $300,000. Making these
8xcess supplies available to activities with require-
ments for them enables very significant reductions in
procurement funds which would ouwrerwise be
required 1o obtain such supples.

Air Force Procedures Revised to Preciude
Condemnation of Unservicaabls Items That
“an Be Economicalty Repeired

o"Durinq previous survey work, we fourd that
e  parts—pumps, filers, cylinders, valves,
eta.—repairable at the depot level were heing scrapped
at several Air Force bases. During a 6-month period in
#0967, Air Force bases tondemned and disposed of
unserviceable parts, designated as depot repairable,
valued originally at $6.7 million. We selected 78 .tems
from the scrap yards of five Air Force bases and
found that 51. or 654 percent could have been
Wepaired for amounts significantly less than replace-
ment costs.

We issued a report to the Congress in October
1968. The report included our proposal that the Air
Force revise its regulations to require bases to return
all items to depot-level repair activities unless the
bases have been advised that the items are (1) not
neaded in Air Force stock, (2) obviously beyond
repair, or (3) authorized for disposition under Air
Force technical orders

in January 1969, Air Force instructions were
revised to prohibit cor.Jemnation at field level of all
itemns that are designated as being repairable and that
have a unit cost of $300 or more. We expect this
action to result in significant recurring savings.

Radistribution end Use of Inactive indus’rist
Plant Equiptaent 3t Rock island Arsensi, 1iEnois

We found that the Army’s Rock Island Arsenal
ted sbout $2 million worth of industrial plant

bk




equipment in preservad storage, most of which had
not been used for periods raaging from 5 10 10 sears
The equipment was being retained and reported m
the Defense Industrial Plant Equipment Center <
actively in service.

We reported our findings at the Rock Island
Arsenal to the Commanding Officer of the Armv
Weapons Command in April 1967. We also issued a
report to the Congress in May 1968, .vhich included
this matter.

We suygested that arsenals retain only inactive
equioment when it is scheduled ior use within the
immediate future and aporoved by the U.S. Army
Materiel Command, or when it is held as part of a
mobilization package which is approved by the
Assistant Secretary of Defense.

Subsequent to our review, Rock Island Anerai
performed a study of the equipment we identified,
and it placed about $810000 worth of the
equipment in active use at Rock Island Arsenal and
reporte. sbout $400,000 worth of equipment to the
Defense Industrial Plant Equipment Center as excess,
thereby making it available for redistribution.
Action Taken P'y Military Supply Depotr
to Redistribute Excess Items

Our work at various locations disclosed that
certain items, managed by supply depots in the
United States. were in excess stock positions at
supply activities m the Far East Although many of
these items were currently Leing purihased, cancella
tion actions could not be taken by the depots.

We recommended that the supply depots review
those items for whicl, we had identified excesses to
der=rmine whether ather supply acuivities had current
need for their use.

The supply depots confirmed that the excesses
did in fact exiz and therefore took action to have
them redistributed. As a result, supplies worth more
than $1 million which were excess to various Far East
activities of the military services were made available
i other activities which had current needs that the
supply depots had not been able o fill.

Seving by Consolidetag Smat
Freight Shipment

The section, “Details of Other Measurable
Savinge,” contains our estimate of savings of $3

millicn that will be achieved on freight shipments
conmolidated at only three points to obtain the
advantage of lower transportation rates. The overall
potential for savings by c~nsolidating shipments 2t
additional poin's is significantly greater and could
amount 10 many millions of dollars annuaily.

Savings in the Cost of Transporting
Routine Printed Matter from Japen to
Points in the Pacific

Included under measurable savings is $650.000
in commercial air transportation costs that will be
awided by the Department of Defense thwrough
utilization of less costlv surface fransportation to
distribute routine printed matter. In addition to
identifying these savings, we identified space valued
at $750.000 on military aircraft that will be made
available for airlfting pnority military material by
diverting routine printed r.atter from military
aircraft 10 surface trangg drtation. The actusl savings
that will resut from the di.ersion of routi. printsd
matter from military swrcraft wii. jepond © . the type
and quantity of cargo loaded in the space vacated
by tha prinied matter and the transpcrtation costs
avoided by such action.

Savings by Routing Cargo Through the
Military Port of Subic hay in the

Tepublic of th Philippines

Ii. a3 clasufied rxort to the Congress, we
ident'fied savings cf owsr $500,000 a year in port
handling costs which cou!? be achievel by routing
cargo to and from Clark Air Base throuyis u < srintary
port at Suhic Bay. rather than through the port of
Meanila A sygnificant reduction in the worxiload at
the Manila port has taken place since vhe time of our
review. The Departmemt of Defense has indicated
that some of the wirkload was =hifted as a result of
the contamnership program which was nitiateo prior
to our review. [herefore, the actual savings
attibutable to cur work cennot be determineu
precisely.

Peymant of Dollars n Lieu of
U.S.owned Local Currency to Cartan
Annuitents Residing in Yegosicia

Our report to the Degartment of State in
December 1968 showed that dollar benefit cayments,




in heu of US.-owned excess foreign ~urrency
payments, were being made 10 certain ar...tants
residing in Yugosiavia. Generally annuities are paid in
fcreign currency:. however, annuitants who wish to
raceive dollar payments are requirec by regulations to
justify the need for payment in dollars.

The conditions under which annuitants may be
paid dollars rather than local currency include (1)
unusual situations in which U.S. citizens might find
themselves in Yugosiavia, when the needs for dollar
payments are substantiater, and (2) meeting financial
obligations in the United States, such as payment of
life insurance premiume. in these cases the payees are
raquired to submit written statements and documen-
tary evidence of the obligations, stating the
amounts, purposes, and addresses of the remittees in
the United States.

As of September 1967, about $18,700 worth of
pension payments were being made in dollars each
month to annuitants residing in Yugoslavia, mostly
on a permanent basis In our opinion, these dollar
payments were [argely unnecessary.

We examined into the propriety of paying
annuitants dollars rather wuian local currency in 17
instences. In all instances the annuitants resided in
the Beigrade consulate region. We were unable to
locate any records showing the basis for approving
dollar payments in 11 of these cases. In the six cases
where recoris were availcble, the justification for
spproving the dollar payments consisted of a general
staterr.ont by the applicant as to why the dollars were
needed, such as travel or medical purposes.

We recommended thal the Department amoplify
existing instructions portaining 1o approving requests
for dollar arnuity payments 1o recipients residing in
Yugosiavia to provide guidelines as tc the ci—~m-
stancos under which requests for dollar payments
may be approved. perticularty in the case of US.
citizens. In addition, we recommended thst the
Department direct the Embassy to undertake a review
. of all cases of current dollar payments to annuitants
with the view of terminating those payments which
sre not justified and that periodic follow-up reviews
be made on doliar payments to annuitants.

Although our review was limited to Yugostavia,
we suggested that the Department might wish to
consider fumnishing Americsn Embassies in other
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excesscurrency countries with amplifying instruc-
tions as in the case of Yugosiavia.

Cn February 4, 1569 the Department
infoormed us that it was amplifying existing
instructions tc provide guidelines as to the circum-
stan-es under which dollar payments may be
approved in liau of local asrency payments and to
emphasize the necessity fo- immediate and period«
reviews of the need for continuing dollar payments.
The instructions will be fumished 0 American
Embassies in all countries in which it is the policy to
pay resident U.S. Government annuitants in excess or
NEBt -eXCess Curency.

veobligation of Funds for a Development
Loan Projact in Nigeria v

Our review disclosed that a $1.6 riillion Agency
for Internatioral Development (AID) locan proiect in
Nigeria, 10 finance the procurement of 85000
telephone instruments and related equipment in a
telecommunications expansion program, was not
being implemented as planned and wis not being
effectively monitored by the Masion.

At the time of our review, we found that (1)
only 3,100 of the 35,000 r=lephones which had been
delivere to the tekphone company had been
installed, (2) one phase of the expansion program
invoiving the installation of 10,000 telephones had
been indefinitely postponed, (3) about 60 p —ent of
the telephone. currently on order had not been
delivered, = (4) the Mmsion had not Leen
monitorng this procurement and had not receved
required reports on the project’s status.

We concluded that ber"sr monitoring of this
loan was essential 10 ensure that the equipment
procured would be effectively utilized and that the
reverwces anticipated fromn placing the telephones in
service would accru~. We discusse the matter with
the Missicr. and we were subsaquently informerd by
AID that. since efforts 10 spred up telephone
installations had proven only partially successful,
agreement had been reached with the Nigerian
Government 1o reduce the joan coverage from 85 000
mstruments to 59000 and that negotiations were
under way to amend the contract with the supnlier.

On June 25, 1968, AID deobligated $300.000
from the loan. AID informed us that if was issuing
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instructions to ensure that reports required under

. AlY lodn agreements woild be obtained.

. v
Slvh‘mbv"Uuofixm *

>
% our report 10 the Cor yess in September
1968, w=a stated that the Department of Labor had
‘allowed mn  Youth Opportunity Centers in
Cali@drnia 10 be equipped with new furniture,and
equipment at a time when excess Federal furniture
and equi were available. Ve estimated that, if
£xcess ‘?3::1 personal propgrty—furniture and
eq@icment—had been made available 10 the State of
California tc® furnirh Youth Opportun'ty Genters,
about $68,000 couk! have been saved on nurchases
made during the I'st half of fiscal year 1965. In
addition, to the #«tent that excess Tederal personal
property is available, suostantial savings to the
Federal Government could be possible ®through
reduced ggpenditures for the replacemert and
‘purchase of additional guip in th.m‘ore than
2,000 State and*iocal employment cffices in ing
country and for ghe furnishing of equipment 10 new
offices.
i ®

v
»
*In bripging fais matter 1o the attdhtion of the

Secretary of Labor, we suggested that the Depart-d

ment reexamine its legislative authority apalicable to
the administration of the employment se-urity
programs with a view toward sestablishing a golicy
that Id praride for the use of ¢xcess Federal par-
sonal property by State dpployment se-urity
agENCIES. T » ,

Dq:u;tmemal officials advised us that (1) the
Department did have ‘egislative authority tu make
excess Federal perscinal f.uperty available 10 the
State omploamnt security agencies, /2) the Depart-
ment was in the process of revising its procedures to
require all State agencies, which were permitted by
their St>te laws, to make use of such property *o the
extent possible. and (3) the other State agencies
wou'd ba instructed to request exempticiis from the
provision of the State laws which prechuded the utili-
zation of the exces oroperty. The Department antici-
pated that all State agencies would ultimately make
use of excess Federal prsonal property and advised
the States that the fiscal year 1970 grants appropria-
tion request for supplies and equipment had been
reduced by $2 million in anticigation of the savings

0 be realized by State agency procurements through
General Services Administration supply sources.

Increased Program Effectiveness
Through I"aprovement in Controls
Over Urbax Rehabilitation Activities

From the inception of the rehabilitation
program in 1954 through December 31, 1967, the
Department of Housing and Urban Development
(HUG) approved 380 urban renewal projects
involving rehabilitation of 212,849 dwelling units.
The Federal grants i connection with these projects
totalled wer $1.8 billiz.a. The established goal for the
rehabiiitation program for fiscal years 1969 throu n
1971 was 130,000 dwelling units, or about 43,002
units a year.

In & report o the Congress in April 1969, we
o Pointed nut that (1) in the 4-1/2.year period ended
Derember 31, 1967, the rzhabilitations reported as

: completad amounted to orly 13,000 uni's a year and

{2) our review indicated that even thes® reported re-

# hebilitation accormplishments were questionable.

Our report cited certain weaknesses which had
wnpeded the completion of projects. These weak-
nesses were (1) the lack of local public agency (LPA)
supervisory close-out insgeciwns of rehabilitated
properties before they were classified as rehabilitated,
(2} the lack of systematic reinspections of rahabil-
itated properties as a means of ensuring their con-
tinued maintenance, ana (3) the lack of complete
HUL inspections of rehaoilitated properties and
evaluations of results achieved by the LPAs

We recommended that the Secretary of HUD
undertake a reassessment of the rehabilitation
program. We recommended also that the Secretary
take certain steps to strengthen HUD reviess and ad-
ministraton of rehabilitation projects.

o Iine wih our recommendations, all HUD
regional adminis rators were instructed (1; to requirs
LPAs to issue a certificate of completion when a
project property meets rehabilitation standards, (2)
to require LPAs to carry out a program of periodic
sampling and surveillance o rehabilitated properties
1o ensure their contiiwed n aintenance, and (3)
develop an inspection system 10 evaluate LPA compli-
ance with project rehadilitation standards.
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Provision for Repayment
of Federal Funds

In a report to the Departmen: of Commerce in
June 1968, wa commented on several :f the Eco-
nomic Development Administration’'s (EOA’s) tech-
nical assistance projects for which recipserts had not
been required to enter into repayment agreements,
although the projects appeared to be rmilar in scooe
to other aoproved projects for which EDA had
entered into repayment agreements with project re-
cipients EDA policy provides that repayment of
tect nical assistance funcas is 10 be considered when
projects will benefit a private indivi~ual or business.

Subsequent to the beginring of our raview, new
repayment guidelines were agreed 1o by EDA’s Cfice
of Technical Assistance (OTA) and EDA’s Office of
Business Development (08D), which require EDA t0
enter into repayment agreements with all recipiants
of Management and Operations (M&O) technical
assistance, except for unusual situations to be spe-

ially handled by arrangements between OBD and
OTA. We were informed that these guidelines were
expected to strengthen the implementation of the
agency’s repayment policy and ensure its uniform
application.

We noted that the new guidelines provided only
for rapayment of the Faderal costs of M&O technical
assistance projects and not for other technical assist-
ance prmjects. We noted further that the provisions of
the guidelines had not been established as agency pro-
cedures. We therefore recommended that the provi-
sions of the new guidelnes be incorporated into the
agency’s formal written procedures and that the pro-
cadures also include provisions fc. repayment of the
Federal costs for all applicable technical assistance.

In January 1963 the Director of the Office of
Technical Assistance mformed us that procedures had
been issued in line with our recommendrtion.

Scwings Availzbie by kmorovieg
Administration of the Srmall

Raciamstion Projects Losn Program

In our August 1968 report 10 the Congress
concemning the administration of the small reclama-
tion projects loan program by the Bureau of Reclama-
tion, we pointed out that, in ou opinion, the Bureau
had not established adeguate procecures for adminis-
tring the program and that, where procedures had

"I

been estaolished. the Bureau had not reguired thair
consistent application in Taking loans.

Generally, the portion of a loan artributable 10
proviuing '~.. for rrr-tion purposes is repayable
without in ¥  «rhon attributable 1o providing
water for o - >str, municipal, and industria!
purposes i fepaydnie with interest. Thc lemisliation
establishing the small reclamation pro.ects loan pro-
gram indicalc « that the projects constructed with loan
funds are to be primarily for irrigation purposes Our
review indicated a need for the Bureau to establish
procedures to ensure that loans are made for projects
which are primarily for wrigation.

Also, we found that (1) some loans wer2 not
required to be repaid as apidly as was justified by the
increased earrings iesulting from the projects con-
structed with loan funcs and, as a result, the deiay in
the returr: of funds 10 the Governmer.t in these cases
will cost about $3.2 miliion in interest, (2) an under-
recovery of about $3.1 miilion would resuit due to
the inappropriate allocation of cost and constructiur.
advances between 7 terest-bearing and non-interest-
bearing project purposes, and (3) the Government
was incurring additional interest costs of about
$515,000 because two koan recipients had been per-
mitted an inordinate amount of time in wh: n ‘o
begin repayment of their loans.

directed at eliminating similar Jdeficienciez in the
future. The Department of tnhe Intcrior officials
agreed that the smail reclamation loan program could
be improved with more positive ~nd formal policies
and procedures and subsequentt  vised us that pro-
cedures had been issued or actior. nad been taken 10
accomplish several of our recommendJations. We were
also zdvised that other procedures and actions were
being considered consistent with tha remainder of our
recommendations

Improvement in Instruct“s>ns Governing
the Relocstion of Rai‘road Facilities

Our report to the Congress in December 1968
disclosed that the Bureau of Recla..iation could have
saved sbout $436.000 by provid:ng railroad com-
panies only those replacement facilities needed to
meet the Government's obligation for equivalent re-
placement.




We propesed that Bureau instructions ba revised
to (1 require more formal descriptions of existing
facilities and detailid comparisons between existing
and proposed replacement facilities to deturmine the

Policy Revized to Reguire Airport
Sponsors to Uss the Procesds Derived
from the Sales of Doneted Fedoral Land

for Specific Alrport Purposes

¢ Government’s obligation for equivalent replacements, i )
(2) require that proosed relocation 2greements be 0'-‘:;:”‘?‘ t “he Congress in September 1966
by the Chief Engineer for policy compliance d_”'““ﬁom f':"::;o?o"m h;d “”:’mﬂ‘:
and that significant concessions be apbroved by the ivod E 2 donated Federa 3
Coamissioner oi Reclamation, (3) ensure Bureau ne- :’ "“‘p:p"m':l:m ;L;:::ﬁ “g mi;
condemnatiofl is ilable recourse FPGIT program
' zuonw:v‘hte:mme railroad::n :um;; improved re- arport developments not eligible for Federal partici-
; R ;
placement facilities which shnuld not be provided, ;’:"’; uagor SARY. 4 "’"““*"’““"‘d";"':f’ S
¥ @ Mquire that nominal or salvage value be con- m“:::"’“‘ ‘:"";’d‘ from sale "". "ederal-
sidered as the basis for payment for tacilities that will donw and FAAP funds} were sufficient to
A _ nolberelocated » offset substantially all of a sponsor’s investment in
— w its airport. We reported that Federal Aviation Admin-
g‘r Tho Department of the IMterior has agreed with m:;‘f;‘:ow“ Nh:pr::hioa"u ""“";r::g:
four syggestions, and Bureau instructjons have thart sk lad u:u: be” di of b: a: ir!m’ o
o been issued which are consistent with the first three soes if, armony oitver mings.muthe“: - -
of our proposals. We expressed the belief fhat these : ; ik o
instruct;dns, if Lroperly implemented by the Bureau, % :pt’:vemlm . L) sale?f — proo?'::
- will be efective in reducing the costs of future raith i b ol Ll
f— road relorations. & & ? = Bpocs
: ' g ¥ i =
;. . . This policy resulted in the matrhing of FAAP
» ith funds deri
Sevings by Redéction T Costs of ¢, funcls "b:'m st "“’::"‘" s ‘”""M"
Medical Treatmpnt Provided to Dizmbicd o 2vned by the Govemment. and we suggested
; FAA establish a golicy to require air yort Sponsors 1o
g Federal Employess use the proceeds derived from the sales of donated
Fe teral 1and to offset costs of airport development
e | .. Our rlpd‘vo'!he Congress in Maf'!ﬁeg revealed eligble for Fadeal et giving additional
e that the¥Bureau of Employees’ Compensation FAAP findt 1o the HeiOee
- partment of Labor, had not made adequate’use of less WPOETORS.
costly available Federal medical facilities for the
treatment of disablgd Federal employees. We esti. FAA revised its policy to eliminate the inequi-
= mated that annual savings of‘swoooo would have twable matching aspect caused by acplying proceeds
_been pessible ut just one of the Bureau's 10 district from the sales of donated Federal land to meet the
offices if Federal rather private facilitie s sponsors’ share of project costs and to provide greater
M'undfortraﬁm,mcmmuontmoldu- assurance that such proceeds would be used for spe- !
ablement requiring hospitalization. cific airport purposes. B
v L I
-~ in bringing this matter to the attention of the i
Secretary qf Labor, we proposed that the Bureau use Opportunity for Economies in Counssiing i
available Federal medical facilities to the maximum Services Provided by (s Vetsrans Administration
extent possible for the treatment of disable Federal
- anployees. ~ In a report to the Congress in November 1938 i
‘ concerning counseling ‘ervices providea to children .
In January 1969, the Bureau issued instructions cigible for educational benefits under the War i
w0 the 10 district offices to remind its personnel o Orphans Educatioral Awistaice Act of 1956, we :
make every effort 1o uze Veterans Administration and pointeG t0 a ~c.u for the Veterans Administration
_military medical facilities whenever possible. We ex- (VA) to (1) obtain and consider all pertinent infor- '
pnand“tnbelnfmatﬂnlctmnkenmﬂmnm mation relating 10 the benediciaries’ education and ]
substantial snmm covnseling background to determine whetner referral
o T - %82
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o @-‘dance centers for counseling \ @s necessary and
{2) encourage potential anplicants atterding high
schools and beneficiaries who have been accepted for
admission to, or are enrolled in, colleges or techmical
schools 10 utilize the counseling services available t
them in their schouls.

We estimated that, of the $941,000 in fees
which VA paid guidance centers to counsel war
orphans uuring fiscal year 1967, about $376,000 was
for counseling beneficiaries who were attending
secondary schools that had approved counseling
programs under the National Defense Education Act
and about $272,000 was for counseling beneficiar >s
who were in coleges or technical schools that
provided counseling services to students.

As a result of our review, VA acdopted new man-
datory procedures to ensure tha' beneficiaries
rot be referred to guidance centers but would be
counselod by VA on the basis of greatly abbreviated
int= <z In addition, VA reported that (1) it had

A its procedures for directing beneficiaries to

ok outsids counseling services to ensure that

« 8avantage s taken of all counseling services and

that no duplication of effort occurs and (2) a substan-

tial improvement in utilization of overali resources
had rescited and would continue to accrue.

Savings by Requiring Municipalities
Participsong in Dumolition Grant Programs
© Aweard Demolition Contracc on a
Competitive Basis fr Groups of Structures

Our review of Jemolition activities of various
cities to which the Department of Housing and Urban
Development (HUD) made grants amounting to two
thirds of the costs of demolition indicated that the
gractices followed by some cities of awarding demoli-
ton contracts for individual structures instead of
goups of structures and of using city e pl‘Oyees
instead of contractors to demolish unsate buildings
may not have resuited in the lowest possible costs
under the demolition grant program.

After ws brought our findings in this regard t0
the: attention of tha Secretary of HUD, revised regula-
tions were issued providing that (1) demolition con-
tracts be awarded for groups of structures contem-
plated for demaliticn within reasonable perwods =nd
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located in the same neighborhoods and (2) maximum
use be made »f competitive bidding in awarding
demolition contracts.

improved Managament and Utilization
of Laborstory Equipmant

In a report to the Congress in July 1968, we
pointed out that the National Bureau of Standards
(NBS) and Environmentsl Science Services Adminis-
tration (ESSA) had not established, for the Boulder
Laboratories, 2 systernatic program and adeguate
procedues to identify and dispose of unneeded
equipment. We also found that the Boulder Labora
tories. 1 a large ex tent, had not taken advantage of
the benefits to be derived through the use of equip-
ment poo:s and that established pro-edures for the
control snd administration of rent-free loans of
equipment by the Boulder Laboratories were not
followxd by the property management office. On the
basis of our roview, we concluded that there was a
need for (mprovement in the management of labora-
%ory equipment at the Bouider Laboratories.

As a result of our review, walk-through inspec-
tions by NBS offic.als at the Boulder Laboratories
during March and April 1968 resulted in the ic ntifi-
cation of 950 pieces of unused or excess equipment
with an initial acquisition cost of $730,000. During
the period July through November 1963, ESSA iden-
tified property having an acquisition cost of
$273.34% as being excess to the needs of the individ-
ual laboratory to which it was assigned: and property
having an acqu sition cost of $181,072 was deter-
mined to he excess 1o the nee's of the ESSA
Research Laborstories and was turned over 1o GSA.
NBS planned to establish a systematic program of
walk-through inspections by August 1, 1969,

As of August 1958, NBS had two division-level
equipment pools in operation and . cnsideration was
being given to the establishment of a cenuwal pool.
During fiscal yesr 1968 ten equipment loans were
terminated as a result of a review of all outstanding
loans.

At June 30, 19685, ESSA had aquipment pools in
operation in *wo individual laboratcries and a central
equipment pool containing gencral-purpose type
equipment. ESSA was planning to develop means for
expanding the central ponl and/or establishing addi-
tional inaividual laboratory poc's by July 1, 1969.




and ESSA had implemented improved procecures for
the systematic periodic follow-up of equipment loans
effective July 1, 1969.

Savings Through Improved Management
of Automatic Data Processing Operations
and Facilities

In our report to the Attorney General, Depert-
ment of Justice. in April 1969, we commented on the
increa. d use and expansion of Automatic Date Pro-
cessing (ADP) operations and facilities within the
Department without the benefit of feasibility studies
and the possible acquisition of separate ADP facilities
by the two constituent organizations.

we recommended that the Department establish
a central ADP management group responsible for
directing and coordincting the development and oper-
ation of ADP facilities on a Department-wede basis.

I he Department informed us in April 1969 that
central ADP authority had been assigned to its Office
of Management Support for the acquisition and oper-
ation of ADF facilities for the Department, excepting
orly the Federal Bureau of Investigation.

Improvement in Reviews of Drawings snd
Specifications Prepered by Architact-Enginssn
Before Solicitation of Construction Bids

In a report to the Congress in September 1968

concert.ing review in the Veterans Administration
(VA) of drawings and specifications prepared by
architect-engineers (A-Es!, we pointed to 2 neec for
the VA 1o improve its scheduling and reviewing pro-
cess of these documents.

Our fiadings indicated thar, for two hospital &
projects, () VA had not detected numerous errors 4
and omissions in drawings and specifications and {™
officials of one of the hospitalc had recormmmended
certain design changes after the construction work =
had been started. We concluded that many of the
errors and omissions in the contract documents were =
of the type that should have been foreser . before the -
award of the construction contracts ar.d that VA
shoui have given more attention 1o the scheduling ‘ ,
and r wewing of these Jocuments.

)
VA informed us that it agreed with cwur recom-

‘ »
mendations and that it had established standard cper- Y
ating procedures for scheduling and reviewing the ‘f
work of A-Es Subsequently, we were further
informed that written procedures concerning reviews 1=

of drawings and specifications by hospital ofliciais
were under review by agency officials. In this regard.
we noted that, during the dexign phase of a recent
hospital project, the contract drawings and specifica-
tions wera ‘urnished to hospital officials for their
review.




SAVINGS AND BENEFITS TO OTHERS

~.~  ‘Savings and benefits to other: consist of
realiz2d or potential bepefits other than those
duectly o the Government, which are
attributable to action take: or planged on
fiudings developed in our vxamination of
agency @nd contractor operations. The more
significant savings 2r benefits to others
identified dusing the fiscal y=ar are described
belorwi Y

2 L
Improved Proceduies: for Implementing
Amendstory < Affecting
Rajiroad A nuities .

:: feast 2j600 and possibly as many as G300
persons had not been paid additional er increased
annuities to which they were entitled under argend-
atory legislation eracted in 1965. These persons
includea 358 spouses of railroad emplic yee annuitants
who had nct been paid primarily betauss Riiroad
Retiremem B{;«d notices concefning their possible
entitlement o nﬂ‘t:c.nal.an;uities had got been
pnderstood by the®persons involved. The phrsons
involved included gpme with language difficulties,
some with limited education, and some with mental or
physical disabilities
becaywe * f.adg not requested theig annuity
increases or se of an inadequacy in the Board's
autornated operations. v

After vz brought the cases noted in our review to

_the Boar’s attenton, n;ps werestaken (1) to pay

whnpar.lﬂwyumh’a them and (2) to
establish procecwres for evaluati general effec-
tiveness of Board aotice®and to make timely reviews
of the procedures used to ‘unpm amendatory
legisiation. Wg estimated that. during the fi:st year

_following the effective dates of the amendatory legis-

lation, the jtional annuity payments to the
For3ONs NOted iIn our review would total at least
$157,400 sand possibly as much as $273,200. The
additional payments would continue to be paid

?
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during the remainder of the individuals’ periods of
eligitility.

Increcssd Student Perticipation in
an Educetional Laboratory Theatre
Project in Lot Angales at No Extra Cost
e
In our review of the activities of the educational
faboratory theatre project in Los Angeles during its
mitial period—April 1957 t0 September 1968—wo
found that only about 73 percent of the available
seets purchased by the Los Angeles Unified School
District for students’ viewing of nicys were being
used. This percentage subsequently dropped to 67.
The theatre project is jointly funded by the Office of
Education. in the Department of Haalth, Sducation,
»3nd Welfare and the National Endowment for the
Arts of the National Foundation on the Arts end the
HuMmanities ard has provided for showing four plays
to students in the initial and subsequent project
Reriod.

Ld

.2 Since the contract betwaen the School District

and the group presenting the plays required a fixed

peyment for each performance, regardless of the

number of studants attending, we inquired by letter

into the possibititias for increasing the use of available
¥ suats

After we made our mquiry, we found that about
B2 purcent of the available seats had been utilized for
the first two plays presented in the 1965-69 school
year. We estimated that about 4,300 more students
would view the four plays in that school year than
had viewed the four plays shown during the previous
yoar with no increase in the fixed payments made
v der the contracts with the School District. The
increase in seat utilization was due primarily to the
adaition of students from schools not previously
participating. Further increases in seat utilization are
planned.
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INDEX 8Y GCVERNMENT AGENCY

vgency

AGRICULTURE, DEPARTMENT OF
Agricultural Research Service
Commoadity Credit Corporation
Farmers Home Administration
Forest Service

ATOMIC ENERGY COMMISSION
CIVIL SERVICE COMMISSIOM

COMMERCE, DEPARTMENT OF
Economic Development - dministration
Environmental Science Services Administration
Maritime Administration
National Bureau of Standards

DEFENSE, DEPARTMENT OF

Air Force, Department of the
Armry, Department of th=
Corps of Engineers (Civil Functions)
Defense Communications Agency
Deferrse Supply Agency
Navy, Department of the
DISTRICT OF COLUMBIA GOVERNMENT
EXECUTIVE OFFICE OF THE PRESIDENT
Bureau of the Budget
Economic Opportunity, Office of
‘EXPOR'I' -IMPORT BANK OF THE UNITED STATES

GENERAL SERVICES ADMINISTRATION

HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF

Education, Office of

Haaith Services and Mental Health Administration

National Institutes of Health
Social and Rehabilitation Service
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77,79, 181
31, 141
34,36, 73
4,5, 35
59, 60, 61

83, 118, 119, 134, 137, 138, 139, 140, 228,
240

68, 81, 130, 160, 161, 188, 195, 196, 197,
198

126, 185

2,3,184

245

88,127, 217

113, 125, 128, 245

71,78, 83, 8S, 86, 80, 103, 104, 114,

115, 124, 144, 164, 174, 188, 189, 192, 208,
214, 222, 234, 235, 246, 248, 249, 250, 251,
252, 253, 254, 2565, 257, 258, 260

72,89, 91, 102, 115, 131, 143, 171, 180,
191, 219, 221, 235, 238, 252, 257

22, 84, 91, 102, 115, 132, 133, 172, 208,
219, 220, 235, 238, 257

120, 241

106

84, 238

91, 102, 115, 207, 208, 235, 236, 238, 258

163,211,218

130,214

4,13, 14,15, 1¢, 17, 18, 19, 20,
7,22

49

98, 87, 126, 129, 214, 231, 248, 247, 2654

4,68, 134, 152, 167, 173, 178, 239
13,27, 28, 29, 30, 62, 116, 225
"

87, 133, 136, 153

: 13, 49, 50, 51

40, 41,81, 216

.o i LR

L0 ety e

R
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s L SR, e i RTINS o M e T S S e

Agency
HOUSING AND URBAN DEVELOPMENT, DEPARTMENT OF
Federal Housing Administration

INTERIOR, DEPARTMENT OF THE

Bor.neville Powe~ Administration

. Government Comptroller of the Virgin Istands

indisn Affzirs, Burssu of

Land Management, Bureau of

Reclamation, Buresu of

Sport Fisheries and Wildlife, Buresu of
JUSTICE, DEPARTMCNT OF

LABOR, DEPARTMENT OF

NATIONAL AERONAUTICS AND SPACE ADMINISTRATION

NATIONAL FOUNDATION ON THE ARTS AND THE HUMANITIES
NATIONAL MEDIATION BOARD |

NATIONAL SCIENCE FOUNDATION

POST OFFICE DEPARTMENT
RAILROAD RETIREMENT BOARD
SMALL BUSINESS ADMINISTRATION
SYATE, DEPARTMENT OF
Agency for International Development
Poece Corps

TRANSPORTATION, DEPARTMENT OF
Federal Aviation Administratic.a

Fodersl Highway Administration
Linited States Coest Guard

TREASURY, DEPARTMENT OF THE

’ UNITED STATES INFORMATION AGENCY

VETERANS ADMINISTRATION

Sk VIRGIN ISLANDS CORPORATION
RS : ‘

33, 67,92, 93, 1086, 107 -
32

156, 167, 158, 159, 213, 227

1.4,6,7.8,9,10, 11,62,
63, 66, 68, 121, 19%, 200, 201, 204

#6, 98, 99, 100, 191, 134, 186, 187, -,
32 233

2 -
203, 205, 208 T
134,142, 170 -
94, 108, 109, 110, 182, 209
52, 68, 81
4,12,37,38 -
B1, 82,83, 150, 151, 173, 174, 175, 176,
‘ 177,195,215,223 -
60,70, 73, 74_76, B0, 147.‘148, 165,

‘179
75, 148

23, 96, 169, 194, 229, 230, 243, 248, 256,
: ’ 260

24,25, 26,162

183, 183

244
§7.68,122,123

145, 166, 210, 224 e
64, 65, 68, 81, 111, 112, 124, 202




INVEX BY FUNCTIONA'. CLASSIFICATION OF THE FEDERAL BUDSGET

- |
c‘- - Funion »
[ B
050 NATIONAL DEFENSE: :
‘@051 Defense—Military,
»
- ' A <
g Ilaln'vm .
L]
»
® 059 de.dmivilia
> »
150 INTERNATIONAL AFFAIRS AND FINANCE:
1!:! Conduct of foreign affairs ]
: »
152 i:wicrdmeasin:u - b
il ¥

L~ Foreign ir.ormafion and exchange activities .
154 Fo:d for reecom b L >

250 SPACE RESEARCH AND TECHNOI.OC-Y:' .
251 Space research and technology ‘

q L]
330 gnnc'u.rune AND AGRICYLTURAL RESOURCES:

Farm income stabilization ' LY
352 Financing farming and rural housing v
.

[
400 NATURAL RESOURCES:..

. ,an*m
. 402 Land ganagement
404 Fish and wiltdlife resources

500 wwencemmusronnrlon
501 Air Tansportation
502% ‘Water ransportation
83 Ground transportation
S05 Postal service
S06 Advancement of business
07 Arvsand regional development

550 COMMUNITY DEVELOPMENT AND HOUSING:

552 Community environnient

853 Community facilities

555 Low and moderate income housing aids
ﬂt W-dmmmm

# T
i fus: . h«.nc 43 iu;‘bi.‘.‘{,“;

AL B TR Dl TS

-4/

71, 72, 83, B4, €5, 89, 890, 91, 102,

103, 104, 105, 114, 115, 130, 131, 132, 133,
134, 143, 164, 171, 172, 188, 188, 180, 191,
192, 207, 208, 218, 220, 221, 222, 234, 235,
236, 238, 248, 248, 250, 251, 252, 253, 255,
257, 258, 259

144, 174

118, 119, 134, 137, 138, 136, 140, 228, 240
BE, 214,254

82, 150, 151, 173, 174, 178, 177, 195, 215,
2z

68, 70, 73, 74,75, 76, 146, 147, 148,

= 148, 165,179
145, 168, 175, 224

77,78

! »
88, 29, 100, 101, 134, 186, 187, 232, 233

34,36
35
31,141,181

33, 67, 52, 93, 10€, 107, 120, 241
59, 60, 61
b~ J

23, 95, 169, 184, 230, 243, 266, 260
88, 127, 183, 193, 210, 217
24,25,26,162,229

94, 108, 108, 110, 182, 209

12,37, 38, 113,125, 128, 185, 245
2,3,154, 184,226,227

SEERE T

AL RN T A AN T

" 53,54, 55,56

6.6.7.18

-




600 EDUCATION AND MANPOWER:
601 Elementary and secondary education
602 Higher education
604 Manpower training
605 Science education and basic research
608 Other education and manpower aids

660 HEALTH ~%D WELFARE:
651 Health
652 Income security payments

800 VETERANS BENEFITS AND SERVICES:
B01 Veterans service-connected compensation
802 Veterans non-service-connectud pensions
803 Veterans readjustment benefits
B04 Veterans hospitals and medical care
805 Other veterans benefits and services

850 INTEREST:
Interest on refunas of receipts

800 GENERAL GOVERNMENT:
904 Central fiscal operations
- /-—-:: General property and records management
808 Law enforcement and justice

809 National Capital region
910 Other general government

=¥

13,14, 15,17, 20, 21, 29, 225
27,28,30, 116

8.9, 10, 11, 18, 18, 22, 62

134, 142,170

25, 63, 66, 121, 203, 204, 205, 206

4G, £1,87, 117, 134, 135, 130, 153, 216
62, 62, 21, 161, 195196, 197, 198
42,50, 51, 152, 167, 178, 239

68,81

68

64
111,112,124
65, 202

57,58

122. 123, 244
96, 97, 129, 231, 246, 247
1, 68, 160, 199, 200, 201
156, 157, 58, 159, 215, 227
163, 211,218

155, 150 -




